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Dear Fellow Shareholders

By virtually every measure, 2006 was another outstanding
year for your Company. Sales, earnings and cash flow all
reached new highs. Our operating profit was the largest
in lmmucor's history. For the tenth consecutive guarter,
revenues were at a record level. For the full year, revenues
reached $183.5 million, up 27% over the prior year. Our
net income was $39.8 million, a 67% increase over the
prior year, At the same time gross margin increased to an
outstanding 66.2% from 60.3% in the prior year.

A Strategy for Success. we were able to deliver
at this exceptional level because of the work we've done
to strategically transform our Company for the future.
You may recall our Enterprise Strategy, developed three
years ago to drive profitable growth and organizational
change. We can credit our consistent performance to our
employees’ relentless commitment to the five objectives of
our Enterprise Strategy.

B Increase Company Efficiency
B Manage the Business with a Globat Perspective
B Focus on People Performance and Development

" B Deliver a High-Quality System

B Focus on Customer Satisfaction

Building the Business. The focus in 2006 was on
growing Immucor’s market share. Galileo's phenomenal
success is propelled by a combination of our hard-working
sales and support staff and growing market acceptance.
Galileo instrument sales grew, allowing us to successiully
expand our business in competitive accounts. Inside
Immucor, we know that innovation determines market share
growth. Case in point: our concept of “scalable solutions,”
offering customers flexibility and choice via our complete
line of reagents, our solid-phase Capture® technology,
and perhaps most exciting of all—Galileo Echo®, our third-
generation instrument, in development now to serve the
large (and untépped) small-and-mid-size hospital market.

Productivity & Perforrmance. Operationally, the
Company completed numerous initiatives to enhance
our production capabilities, including manufacturing
consolidation and the expansion of other facilities to
accommodate product-area growth. The successful
merger of our Red Cell manufacturing into our Norcross
facility reduced red cell product redundancies by 48%.
We also integrated the vialing, labeling and packaging
operations into one process in the Houston and Norcross
manufacturing facilities.

In short, we continue to positively impact our gross profit
through our manufacturing consolidation initiative. Recent
highlights include:

B Capability to manufacture all products on one
campus, further reducing redundancies

B Development of new clone lines is expected
to reduce outside dependence on third-party
manufacturers

B Integration of siate-of-the-art Bioreactor systems to
facilitate product development

B New high-speed precision vialing equipment to
improve anti-serum production efficiencies

As a result of these initiatives, we have improved the
efficiency of the manufacturing and distribution side of our
business, allowing us to focus on our core customer needs.

Immucor, inc. Annual Report 2006



Leading the Future. while 2006 was an excellent
year for Immucor, our focus is on the future. We are
perpetually analyzing market trends so that we remain
responsive to the ever-changing needs of our customers.
The blood bank technologists we serve today continue
to face increased complexity in their jobs, increased
regulation, pressure to reduce costs and labor shortages.
Immucor is committed to providing them with products and
value-added services to help manage these obstacles. As
we head into fiscal year 2007, we are confident that our suite
of automated solutions will create long-term, sustainable
market share growth. We remain faithful to a three-year plan
to increase margins by over 70%. And, as we build day-
by-day upon our corporate Enterprise Strategy, we believe
Immucor will become even better known as the undisputed
global teader in pre-transfusion diagnostics.

We wish to thank you, our shareholders, for your confidence
in our Enterprise Strategy and in Immucor's management
team. We would also like to recognize our employees
for their valuable contributions to leading the way in the
transfusion diagnostics industry.

e VOl

Dr. Gioacchino DeChirico
President and CEQ

f%«//%///

Edward L. Gallup

Chairman of the Beard of Oirectors

Immucor, Ing. | Leading the Way
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Leading the Way for 25 Years.

-
'

A Legacy is Built. A natural leader. A man of
integrity. An example to the next generation. These words
desbribe Edward L. Gallup, who is stepping down as Chief
Executive Officer and Chairman of the Board of Immucor.

Ed was a founder of Immucor in 1982, Under his leadership,
the Company grew from approximately $6 million in
revenue with 65 employees in one location in 1985 (the
yea? the Company went public), to approximately $183
million in revenue with 563 employees at nine locations
worldwide for the just-completed 2006 fiscal year.

For 25 years Ed’'s sound business judgment and ability to
delegate have taught and empowered our next generation
of leaders. His warm personality and sense of humor have
created a great environment for cur employees to flourish.
His leadership and integrity have placed Immucor at the
forefront of our industry. Ed’s legacy is complete and he

. has given the next generation of employees the tools to

allow Immucor to remain the leader in our industry.

The Legacy Continues. There is no better
person to succeed Mr. Gallup than Dr. Gioacchino
(Nino) DeChirico, who will add CEQ to his current title of
President of Immucor. Ed immediately recognized Nino's
potentiat when he hired him to lead our Italian subsidiary in
1994, and they have worked closely together as Nino was
promoted to immucor's Director of European Operations in
1998, then President and Chief Operating Officer in 2003.
For the last two fiscal years Nino has been responsible for
the development and implementation of our business plan,
Since Nino became President
and Chief Operating Officer, from fiscal year 2004 through
fiscal year 2006 our revenues grew from $112.5 million to
$183.5 million, and earnings grew from $12.5 million to
$39.8 million. He was also instrumental in the launch of the
Galileo® in Europe, the US and Japan, and has supervised
the development of our third generation instrument, the
Galileo Echo®.

with impressive results.

Immucor can say with pride that our current staff of dedicated
employees is the reason for our success. While it took
one exceptional man to start the fire, now 563 committed
individuals fan the flames. Around the ¢globe, Immucor's
people are ready to embrace a new era for our Company.

Immugcer, Inc. | Leading the Way
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Son ocalable Solutions

(I[JI] Leading the way to new markets

A small hospital blood bank running less than 10 tests per day. ..

A large university hospital transfusion service managing hundreds
of samples every day...

A regional donor center screening a thousand blood units per day. ..

/X

)

SN
— e T

y

7 t’:
"?

= ; ~ i o 7l Ll
. sy JIa STTEE i e
- pis ” < P n g 3l KR
i A3 "\ ] TSR Dy,
Y - b AL LAl
¥ & N e et SRR .
g\ A T4 — = b
S VTS kS ey
. o8 . - e A
. | ol fie > e~ i

What do all these laboratories have in common?

timmucor has the perfect

solution to make their For 25 years, Immucor has played a vital role in making blood
laboratory run more transfusions safe. We develop, manutfacture and sell a complete
efficiently. line of reagents and automated systems used by hospitals, clinical

laboratories and blood donor centers.

The core values we've brought to this process—innovation,
productivity and partnership—have made us the world’s leading
transfusion diagnostics compahy. Immucor stands out from the
competition because blood bank is our cnly focus, with absolutely

nothing to distract us from being the best at what we do.

We continue our morentum by offering “scalable solutions” to
current and prospective customers. From low-volume labs to
high-volume university hospitals, Immucor is able to address every

need with a solution just right for each customer.

The following pages showcase the array of products we offer.

Immucaor, Inc. Annual Report 2006



Traditional
Specialy
Capture®

Reagents

Covering all the bases

Immucaor supplies the complete package of reagents, from
traditional manual reagents and specialty products to our
patented solid-phase technology, Capture®. As the backbone
of our automated technologies, Capture’s microplate-based

test method provides endless automation possibilities.

aoo
Qoo
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Traditional Reageﬂts Immucor's traditional blood ba_nk

reagent line is the most comprehensive in the industry. Used in manual test
methods, these reagents (a) determine the blood group and type of patiént and
donor blood samples, (b) screen for unexpected antibodies, {(c) identify even
the most complex antibody work-ups. During traditional manual blood testing,
a technologist mixes reagent and sample in a iest tube, and then visually

interprets the reaction. This method is time-consuming and labor-intensive.

Immucar, Inc. Annual Report 2006
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Unique

SpeC|a|ty PrOdUCtS Since blood bank is our only
focus, we're proud to be the industry's sole provider of a number of
unique specialty products designed io meet every critical need in the
laboratory. Qur offerings inclqde the rarest antisera, antibody resolution
kits and proficiency testing to ensure technologists are providing accurate
test results for every sample. Many of our specialty products are unigue

to the industry, highlighting our dedication to the blood bank.

Immucor, Inc. | Leading the Way
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Capture®
Solid-Phase Technology  immucors

proprietary solid-phase technology provides standardized testing for
every laboratory. In single strip or full-microplate configuration, Cap-
ture pravides a flexible solution for the smallest to largest size labora-
tory. Multiple assay offerings available on our proprietary solid-phase
products allow laboratories to run more tests using ane technology.
Because of this, solid-phase technology is one of the main focuses of

Immucor's product development efforts.

ooc
0o
oao
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oScalable Solutions

Capture Workstation
Galileo®
Galileo Echo®

INnstrumentation

Automation at its best

Hospitals, clinical reference labs and blood donor centers

all have varying needs and budgets when it comes to
instrumentation. Immucor spans that spectrum with semi-
automated and fully automated products—ali of which support
Immucor’s Capture solid-phase system. Ever mindful that
choice and flexibility lead the way into more markets, we are
especially proud to update you on the development of our

third-generation instrurment, Galileo Echo®.

Gatiled Echo

Immucaor, Ing. Annual Report 2006



Scatable Solutions | Instumentation

Capture® VVOI’KSta’[IOH In 2005, immucor completely

redesigned its semi-automated Capture Workstation to improve efficiency in
antibodyrscreening and identification. The new model features a convenient
dual-bay incubator, allowing customers to process multiple runs simultaneously
for continuous workflow. Further improvementss include an updated automated
cell washer pre-programmed for optimal performance and a centrifuge that

completes its cycle in less than 3 minutes.
goog

0ooa
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i ®
Gal I |eO Two years after its introduction to the US market, Galileo

continues to set the standard for productivity and flexibility as the fully

- automated solution for our larger-sized customers. Galileo can process up to

224 different samples at once, and with unprécedented throughput. As of May
31, 2006, Immucor has received orders for a total of 367 Galileo instruments
worldwiclle, including 233 in Europe, 132 in North America, and two in Japan.
Galileo's extraordinary success has inspired the development of the .

Company's third-generation instrument: Galileo Echo®.

Immucer, Inc. | Leading the Way
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Scalable Solutions | Instrurmentation

GallleO EChO® is an instrument whose time has truly come.

Immucor has realized the need for a fast, compact, fully automated

instrument to serve the small- to medium-sized hospital market. This is

the largest segment of Immucor's customers, numbering 5,000 to 6,000
worldwide. Currently the Company markets the ABS2000 instrurnent to this
audience. Galileo Echo, howeaver, will be significantly smaller and faster
than the ABS2000, with many of the features of our high-volume Galileo.
Our expected launch of Galileo Echo in the U.S. and in Europe is the third

quarter of fiscal 2007.

Immucaoy, Inc. Anrwal Repors 2006
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PART 1
FORWARD—LOOKING STATEMENTS

This a’ocument comams forward-looking statements that are based upon current expecmnons that are.
within the meaning of the Private Securities Reform Act of 1995. Forward-looking statements include, without
limitation, any statement that may predict, forecast, indicate, or imply future results, performance, or.
achievements, and may contain the words “believe”, “anticipate”, “expect”, “estimare”, “project”, “will be”, “will
continue”, “will likely result”, or words or phrases of similar meaning. Forward- Iookmg statements involve nsks
and uncertainties that may cause actual results io differ materially from the forward-looking statements. We
intend that such statements be protected by the safe harbor created thereby. The risks and uncertainties are

detailed from time to time in reports filed by us with the SEC, including Forms 8-K, 10-Q, and 10-K

In addition, such statements are subject to the risks and uncertainties discussed in the “Risk Faciors”
section and elsewhere in this document. The risks included here are not exhaustive. Other sections of this report
may include additional factors that cowdd adversely affect our business and financial performance. Moreover,
we operate in a very competitive and rapidly changing environment. New risk factors emerge from time to time,
and it is not possible for management to predict all such risk factors, nor can it assess the impact of all such risk
Jactors on our business or the extent to which any factor, or combination of factors, may cause actual results to
differ materially from those contained in any forward-looking statements. Given these risks and uncertainties,
investors should not place undue reliance on forward-looking statements as a prediction of actual results.

[ . : f : - . . . +
Item 1.—Business. _ ' . o

Founded in 1982, Immucor, Inc., a Georgia corporation (“Immucor” or the “Company™)! develops,
manufactures and sells a complete line of reagents and automated systems used primarily by hospitals,
clinical laboratories and blood banks in a number of tests performed to detect and identify certain
properties of the cell and serum components of human blood prior to blood transtusion. The Company
continues to place increasing emphasis on the development and sale of instruments and instrument systems
that use the Company’s proprietary reagents, while promoting mcreased sales of its traditional reagent
product line. L . ..

Developments during Fiscal Year 2006

New'Pribing Strategies.  The Company remains focuscd in the executlon of its new prlcmg strateglcs
which are detailed in the strategy section under Item 1. A new standardized pricing structure provides
customers pricing leverage if they purchase all of the primary blood bank reagent products offered by us.
Also in fiscal 2006, the Company completed its conversion from selling Capture products in kits to selling
them as individual components. As a result of the implementation of these combined strategies, the
Company achieved a sizable increase in year-over-year revenues for fiscal 2006. In fiscal 2007, the
Company expects to achieve further revenue gains due to the year-over-year impact of the cancellation of
selected group purchasing contracts and their subsequent conversion to standardized pricing, as well as the
year-over-year impact of selling Capture products as individual components introduced in fiscal 2005.

Galileo Further Market Penetration. The Company continues to solicit large, prestigious laboratories
to drop our competitor’s products and begin using ours. As a result, both Duke University Medical Center
and The Mayo Clinic recently acquired Galileo instruments and in January 2006, the Company received an
order to supply eight Galileo instruments from Blood Systems Laboratories, the national leader in blood
donor testing services. In April 2006, the FDA gave clearance to market two additional assays for the
Galileo—Capturc-CMV and Capture-S. The addition of thesé assays should result in further penetration
of the Galileo into the donor center market. As of May 31, 2006, the Company had received purchasé
orders for a total of 367 Galileo instruments worldwide, including 233 in Europe, 132 in North Amenca
and 2 in Japan, and 294 of these instruments are generating reagent revenues, o ‘



Third Generation Instrument Design Progression. ' At the American Association of Blood Banks
convention held in October 2005, the Company revealed a prototype of its new third generation
instrument, the Galileo Echo™, to the blood bank community. The Company expects to launch the
instrument in Europe and the U.S. markets in the third quarter of fiscal 2007. The actual launch date is
dependent on FDA clearance of the instrument in the United States and assumes clearance will take
approximately 90 days after the submission is received by the FDA. The Galileo Echo™ has a significantly
smaller footprint than the ABS2000 with many of the features of the Galileo, including a broad test menu
and quick turnaround time. The new instrument will appeal to the small- to medium-sized hospital
market, the largest segment of the Company’s customers (which number approximately 5,000 to 6,000
worldwide), to which the Company’s ABS2000 instrument is currently marketed. The cost of development
totaled $0.8 million and $1.6 million in fiscal 2006 and fiscal 2005, respectively, and is expected to be
minimal in fiscal 2007.

Japanese Acquisition.* On July 5, 2005, in an cffort to expand its presence in Japan, the Company
acquired Immucor-Kainos, Inc. - 2 newly-formed company to which Kainos Laboratories, Inc. (“Kainos”),
the Company’s former distributor of Immucor products in Japan, spun off its blood-banking division:
Immucor paid Kainos ¥459 miltion (approximately $4.1 million) in cash on signing of the purchase
agreements, and will pay an additional ¥300 million (approximately $2.7 million) over three years with
minimum payments of ¥125 million in each of the first two years and the remaining ¥50 million in the
third year. A final payment of ¥441 million will be made after a three-year transition period ending on
June 30, 2008, or earlier upon mutual agreement. Kainos has agreed to provide certain services to
Immucor-Kainos during the first three years. The Company believes the acquisition of this business is a key
step towards further penetrating the Japanese transfusion diagnostics market, the third largest such market
in the world after Europe and the United States.

Outside Director Addition. On May 15, 2006, Michael S. Goldman agreed to join Immucor’s Board of
Directors. Mr. Goldman is a Managing Director and founding principal of TM Capital Corp., a New York
and Atlanta based investment bank which focuses on assisting public and private client companiesin =
completing mergers, acquisitions and financings which build shareholder value: Mr. Goldman has been an
advisor to several other public health care companies. TM Capital has represented Immucor in a number
of transactions.

Stock Splits.  Tmmucor implemented a three-for-two stock split in fiscal 2006, increasing the number
of outstanding shares of common stock from approximately 45 million to approximately 68 million shares
during the year. All share and per share amounts disclosed in this document have been retroactively
adjusted to reﬂect the impact of this stock split.

Share Repurchase. On December 13, 2005, the Board of Directors duthonzed the Company to
repurchase up to an additional 1.5 million shares, under the repurchase program initiated in 1998. During
the fiscal year ended May 31, 2006, the Company repurchased 1,580,100 shares for approximately $24.8
miltion at an average per share price of $15.69, bringing the aggregate number of shares to 7,950,975
repurchased under that program through May 31, 2006. An aggregdle of 1,424,025 shares were available
for repurchase under the program as of May 31, 2006.

Industry

Immucor is part of the immunohematology industry, which generally seeks to prevent or cure certain
diseases or conditions through the transfusion of blood and blood components. In the U.S., the FDA
regulates human bloed as a drug and as a biological product, and it regulates the transfusion of blood as
the administration of a drug and of a biological product. The FDA regulates all phases of the
immunohematology industry, including donor selection and the collection, classification, storage, handling
and transfusion of blood and blood components. The FDA requires all facilities that manufacture products



used for any of those purposes, and the products themselves, to be registered or licensed by the FDA. See
“Regulation.” . .

The principal components of blood are plasma (the fluid portion) and red cells. Blood also contains
antibodies and antigens. Antibodies are proteins that are naturally produced by the human body in
response to the introduction of foreign substances {antigens). Antigens are substances that stimulate the
production of antibodies. Red blood cells, which transport oxygen from the lungs to other parts of the body
and return carbon dioxide to the lungs, are categorized by four blood groups (A, B, AB and Q) and two
blood types (Rh positive and Rh negative), based on the presence or absence of certain antigens on the
surface of the cells. It is crucial that the health care provider correctly identify the antibodies and antigens
present in patient and donor blood. For example, if a donor’s red blood cells contain antigens that could
react with the corresponding antibody in the patient’s plasma, the transfusion of the red blood cells may
result in the potentially life-threatening destruction of the transfused red blood cells.

Because of the critical importance of malchmg patient and donor blood, procedures for testing
compatibility are generally performed by highly educated technologists in hospitals, blood banks and
laboratories. At present, with few exceptions, these tests are performed manually using procedures which
the Company believes can be significantly improved using its instrumentation and solid phase systcm to
automate the testing procedures. See “Instruments and Instrument Systems.”

The Company believes that the worldwide market for traditional b]ood bank reagents (those used in
manval testing) is approximately $500 to $600 million, and that this market is relatively mature given
current technology. The industry is labor-intensive and the Company estimates worldwide industry labor
costs approach approximately $1 billion. Therefore, the introduction of labor saving products will provide
additional growth in the market. The Company believes that its blood bank automation and solid phase
testing systems improve test results and reduce the time necessary to perform certain test procedures,
thereby offering a cost-effective alternative for its customers. The Company anticipates that automation
will increase the available market for traditional and automated reagents to approximately $1 billion while
decreasing the overall cost of blood testing by reducing the labor component by approxnmately $500
million. : :

Strategy

Immucor’s goal is to increase its share of the worldwide market by automating the blood bank
laboratory and firmly establishing Immucor as the world leader in blood bank automation. In order to
implement this strategy, the Company intends to: ‘ ‘ .

i) Maximize Instrument Placenments to Sell More Reagents. The Company’s strategy is 1o
strengthen its leadership position in the automation of blood bank testing by continuing to expand its
base of installed instruments with emphasis on markets in the United States, Western Europe, Canada
and Japan. To increase instrument placements, the Company offers customers a selection of
automated analyzers, which address the various needs of low, medium, and high-volume testing
facilities. The Company utilizes a “razor/razorblade” business model since the Company’s instruments
are designed to operate with the Company’s proprietary reagents. Once a customer procures an

. instrument from the Company, the customer is likely to continue to purchase proprietary reagents
from the Company for use with the instrument. In order to satisfy the broad spectrum of customers’
operational and financial criteria, the Company intends to continue to offer several instrument
procurement options, including third-party financing leases, direct sales and reagent rentals and to
expand the range and price points of its instrument offerings.

ii) Convert to Staridardized Pricing and Promote Customer Loyal!y The Company continues to
follow its new prlcmg strategy to ultimately convert all major group purchasmg contracts to
standardized tier pricing. In fiscal 2006, the Company completed its conversion from selling Capture



-products in kits.to selling them as individual components for the purpose of separately pricing
individual products. The Company also continues to offer a Customer Loyalty Program, whichis ..
intended to promote higher volumes of sales, while partially shielding the Company s more loyal
customers from the effects of price increases. The Company expects these pricing adjustments will
continue to have a significant favorable impact on the Company 5 flnancnil performance wh1le addmg
only slightly to the patient’s medical cost.

b

ift) Maxzmtze Revenue Stream per Instrument PIacemem Each instrument placed typically
provides the Company with a recurring revenue stream through the sale of reagents and supplies.
Immucor’s family of blood bank testing systems operates exclusively with the Company’s proprietary -
- reagent lines and Capture technology. Because these reagents have been developed for automated
‘technology, they comimand a premium price over traditional products. The average annual revenue
per instrument placement i$ $20,000 to over $100,000, depending on a facility’s testing volume. The
Company also continues to develop new reagent applications and upgrade system software and
hardware in order to expand mstrument test menus, thereby i mcreasmg reagent usage per placement

iv} Develop New and Enhanced Products Immucor continually seeks to improve existing reagent
‘products and develop new reagent products to enhance its market share and improve gross margins.
The Company has so far successfully introduced and commercialized the ABS2000, the ROSYS Plato,
the DIAS PLUS and the Galileo automated analyzers, and is planning the introduction of the third-
generatlon Gahleo Echo all of which operate excluswely with Immucor’s proprietary solid phase
Capture assays. The Company intends to expand its business and grow revenue by investing more m '
research and development projects to accelerate new product introductions.

*

Pmprletary Technology Platform

‘Manual Tesnng Under tradltlonal agglutmatlon blood testing techmques the technologist mixes .
serum with red blood cells in a test tube, performs several additional procedures, and then examines the
mixture to determine whether there has been an agglutination reaction. A positive reaction will occur if the
cells are drawn together in clumps by the presence of corresponding antibodies and antigens. However,.
since the mixture is a fluid, it is sometimes difficult for the technologist to determine whether a posmve
reaction has occurred. RN

Due to the critical importance of matching patient and donor blood, testing procedures using
agglutination techniques are usually performed manually by highly educated technologists. Depending on
the manual test method used (as well as the technical proficiency of the person performing the test), the
process can take from 30 mmutes to an hour, and if the test results are ambiguous the entire process may
need to be repeated. Thus, a 51gn1f|cant amount of expensive labor is involved in manual agglutination
testmg

Vo . . ' fl ,
Solid Phasé . Techno[ogy The Company’s automated reagent products are part of a proprietary solid
phase blood test system, in which one of the reactants (either an antigen or an antibody) is applied or
bound to a solid support like a microtitration plate (the solid phase), and the bound reactant captures
other reactants in a fluid state and binds those fluid reactants to the solid phase. In these test systems,
patient or donor serum or plasma is placed in the well of a plastic microtitration plate on which antigen or
antibody reactants have been bound. Special proprietary indicator cells manufactured by Immucor are
then added. Positivé reactions adhere to the well as a thin layer and negative reactions do not adhere but
settle to the bottom as a small cell button. These reactions occur rapidly and result in clearly defined,
machine-readable test results that are often easier to interpret than the subjective results sometimes
obtained from existing agglutination technology. Also, in batch test mode these solid phase test results can
generally be obtalned in substantlally less time than by traditional agglutmanon techniques.



Immucor has obtained FDA clearance for sale of five test systems using its solid phase technology: a
platelet antibody detection system, Capture-P; a red cell antibody detection system, Capture-R; Capture-R
Select, used for antibody screening, identification, phenotyping, cross matchmg and in the weak D test; and
two infectious disease tests, Capture:CMV and Capture-S.-

"Potential Labor Cost Savings. Based on industry sources, the Company belleves labor costs are the
largest component of the total cost of operating a hospital blood bank. The Company believes its solid
phase blood testing system improves test results and srgmﬁcantly reduces the time necessary to perform
many blood and blood component tests, thereby making significant labor cost savmgs possrble

Reagents

Most of Immucor’s current reagent products are used in tests performed prior to blood transfusions to
determine the blood group and type of patient and donor blood in the detection and identification of
blood group antibodies; in platelet antibody detection and in prenatal care. The FDA requires the accurate
testing of blood and blood components prior to transfusions using only FDA licensed reagents such as
those manufactured and sold by the Company. :

The following table sets forth the products sold by or exclusrvely for the Company, most of whlch are’
manufactured by or exclusively for the Company:

Product Group - . + - + Principal Use '
ABO Blood Grouping............ Detect and 1dent|fy ABO antlgens on red blood cellsin®
. ‘ » ., -order to classify a specimen’s blood group as either A, B,
. . -ABor O.
Rh Blood Typing ........... «ene. .- Detect Rh anligens in order to classify a specimen as

either Rh positive or Rh.negative, and to detect other
Rh-hr antigens.
Anti-human Glebulin Serums : o ‘ :
| (Coombs Serums) ...... e Used with other products for routine cross matching, and
- antibody detection and identification; allows a reaction to
occur by bridging between antibodies that by themselves
could not cause a reaction.
Reagent Red Blood Cells . ........ - Detect and identify antibodies in patient or donor blood
B ' " confirm ABO blood grouping results and validate the
*  performance of anti-human serum in the test system.

Rare Serums ..... AT e " Detect the presence or absence of rare red cell antigens.
Antibody Potentiators. . . .. .. coes ‘ Increase the sensmvrty of antlgen antlbody tests.
Quality Control Systems.. ........ . Dally evaluation of the reactivity of routine blood testing
reagents.
Monoclonal (Hybridoma)
Antibody-based Reageants. .. .. .. Detect and identify ABO and other antrgens on red
blood cells. Cor
Technical Proficiency Systems ..... Reagent tests used to determine technlcal proficiency
S -and provide continuing education for technical staff. .
Fetal Bleed Screen Klt ....... ... Detect excessive fetal-maternal hemorrhage inRh- + -
. ‘negative women. - - - . ‘
Captur’e—P ...... S e . Detect platelet antibodies. : -
Capture-R ....... S S Detect and-identify unexpected IgG antrbodles to red
blood cells.
Capture- CMV ....... e Detect antibodies to cytomegalov1rus ‘
Capture-S. . ... e P P Detect antilipid antibodies for syphilis screening.
Capture-R Select ................ Antibody screening, identification, phenotyping, cioss

matching and in the weak D test. -
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lnstrumentsand InstrumentSystems v S ' o L
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The Compdny bel1eves that the blood banklng mdustry toddy is labor-mtenswe and that a market
exists for further automation of blood compatibility tests currently being performed manually by hospital
and donor center blood bank technologists. Based on the resuits of independent workflow studies, the
Company believes that its instruments and instrument systems significantly reduce the amount of blood
bank technologist time required to perform routine blood compatibility tcst‘; C

FH

ABS2000: First Generation Blooa' Bank System.  This automated “walk away” blood bank analyzer is
a carousel-based batch analyzer using Immucor’s proprietary Capture reagent product technology to -
perform blood typing and antibody screening. The ABS2000 is manufactured exclusively for Immucor.by
Bio-Tek Instruments, Inc., a wholly-owned subsidiary of Lionheart Technologies, Inc. . "

ROSYS Plato: Microplate Liquid Handler and Sample Processor. The ROSYS Plato prowdes medium
sized donor centers, clinical reference laboratories and large hospital transfusion laboratoriés with '
automated liquid and sample handling for processing of microtitration plates and also uses Immucor’s
proprietary solid phase Capture assays. The Company’s current sales strategy is to upgrade thm semi-
automated analyzer to the fully automated Galileo system. e :

GALILEO: Second Generation Blood Bank System.  The Galileo pravides hospitals, clinical reference
laboratorics and blood donor centers a fully automated solution to perform all the routine blood bank
tests, including blood grouping, antibody screening, crossmatch, DAT, antibody identification, CMV and
syphilis screening. A high throughput instrument, Galileo can process up to 224 different samples at once.
The Galileo uses Immucor’s proprictary Capture reagent product-technology and is minufactured
exclusively for Immucor by Stratec Biomedical AG.

CAPTURE WORKSTATION: Semi-automated components for performing our proprietary Capture
assays manually. Positioned as a back-up system for our fully automated customers or as a stand alone
solution for small ldboratonce looking to standardize testing.

[T PRI ' . v . .

Collagen o L "

StnCe 2004 Immucor, through its Gamma Biologicals subsidiary, has produced human collagen mesh
at its Houston facility for Inamed’ ‘Corporation, a global healthcare company, the market leader in the
popular dermal filler market, and now a wholly owned subsidiary of Allergan, Inc. (NYSE: AGN). Gamma
also prodiices NouriCel®, a by-product of the human collagen production process. The Company has
terminated the lndmed contract effectrvc J uly 2008 due to the Company’s intention to close the Houston
facility. ' '

Products Under Development

Immucor contmually sceks to 1mprovc its emsttng preducts and to develop new ones in order to
increase,its market share.-Prior to their sale, any new products will require licensing or pre-market
clearance from the FDA. The Company employs scveral persons whose specific duties are to improve
existing products and develop new products for the Company’s existing and potential customers. The
Company also has established relationships with other individuals and institutions that provide similar
services and the Company expects that it will continue.to form and maintain such relationships. The
Company intends to continue focusing its product development efforts primarily in the areas of blood bank
automation, solid phase technology and in several other areas that may also be useful in the development
of these products. For the fiscal years ended May 31, 2006, 2005 and 2004, the Company spent
approximately $4.6 million, $4.5 million and $3.7 million, respectively, for rcsearch and development. The
Company may in the future acquire related technologies and product lines, or the companies that own
them, to improve the Company’s ability to meet the needs of its customers.



Blood Bank Automation. The Company has contracted with Bio-Tek Instruments, Inc. to develop.
the Company’s third generation assay instrument, the Galileo Echo™, a fast, lightweight, fully.automated
instrument to be targeted to the small- to medium-sized hospital market. This market is the largest
segment of the Company’s customers, numbering approximately 5,000 to 6,000 worldwide, to which the
Company s’ ABS2000 instrument is currem]y marketed. The Galileo Echo™ is significantly sriialler and
faster than the ABS2000, and has substantlally all of the features ‘'of the Company’s larger Galileo product,
apart from lower throughiput. The Galileo Echo development cost totaled $0.8 million, $1.6 million and
$0.8 million during the fiscal years ended May 31, 2006; 2005 and 2004, respectively. Under the Bio-Tek
contract,.a purchase order for the first 100 units of the Galileo Echo™ has been issued by the Company,
and once all of these units have been received the Company will be deemed to issue a purchase order for
an additional 100 units. There is no minimum purchase requirement to maintain exclusivity. The Company
expects to launch the instrument in Europe and the U.S. markets in the third quarter of fiscal 2007. The
actual launch date is dependent on FDA clearance of the instrument in the United States and assumes
clearance wnll take approxnmately 90 days after the submlssmn is recéived by the FDA.

Addtrzona! Solid Phase Applications. The Company plans to continue to-develop and refme its
patented solid phase technology. The Company’s newest Capture product, Capture-R Select is a screening
test for the detection of weak D antigens on donor red cells..Capture-R 'Select uses anti-human RBC
specific monoclonal-antibody produced.to immobilize unwashed human red blood cells. It has been
developed for use on the Galileo for antibody screening, antibody identification; phenotyping, cross
matching and in the weak D test.

Monoclonal Anabodtes. Monoclonal antlbodles are dertved by fusing an antlbody producing cell with
a tumor cell, resulting in a hybridoma cell that manufactures the original antibody. The Company is .
actively engaged in the development of additional monoclonal antibodies for a variety of uses, including
the detection of blood group and infectious discase antigens and for use in its solid phase test systems.
Monoclonal antibodies are highly specific, a trait which allows them to detect and identify antigens with
greater efficiency than other reagents. Product quality and consistency is maintained from production lot
to production lot.

s E b - i

KODE Biotech Limited Tecimology Licensing Agreement.  In.July 2005, the Company signed-a’
comprehensive technology licensing-agreement with KODE Biotech Limited (formerly Kiwi Ingenuity
Limited) to use its KODE™ technology platform to create a quality control system for blood group typing.
KODE Biotech Limited, in association with the Auckland University of Technology Biotechnology
Research Institute, has developed a range of KODE™ technology platforms which allow for the
attachment of molecules to the outside of cells, thereby resulting in a quality control system for blood
groupmg The Company expects to be able to offer its customers heightened assurance as,to the accuracy
of test results by incorporating this technology into the Company ] products

Marketing and Distribution' L ' S

-Immucor’s potential U.S. customers are approximately 6,000 blood banks, hospttals and clinical
[aboratorles The Company maintains an active client base of over 5,500 customers worldwide, and no’
single customer purchases in excess of 4% of the Company’s current annual sales Volume. The Company
belleves thére is a sltght amount of seasondllty to its sales activity as fewer donations and elective surgical
procedures are performed in its first quarter (June August) and thlrd quarter (December-February) '

The Company markets and sells its products directly through 140 sales, marketing and support
personnel employed by the Company in the U.S., Canada, Europe and J apan. In addmon the Company
unhzes 11 sales agents l[l Italy The Company has hired personnel whom the Company con51ders to be’
htghly expenenced and réspected for their know]edge of the blood bank dldgﬂOS[lC busmess and
lndmduals w1th previous success m laboratory 1nstrument reagent sales In operanng as a systems- orlented




organization, the Company conducts extensive capital sales training of its sales force. Immucor also
sponsors.workshops in the U.S., Europe, Latin America and Asia to which. customers and potential
customers are invited to hear the latest developments in the industry.

Therc is no material backlog of reagent revenues.’ At May 31, 2006, the Company had unrecognized
revenue from instrument sales of approximately $16.1 million. Addltlonally, as of May 31, 2006, the
Company had unexecuted instrument purchase orders from customers totaling $1. 2_m11|10n.

In fiscal year 2006, approximately 71% of consolidated net sales were generated in the U.S. With
increased penetration of the markets in the rest of the world, the percentage contribution from the sales
cutside the United States is likely to increase in the future.

Suppliers - cr o, '

The Company obtains raw materials from numerous outside suppliers. The Company is not
dependent on any single supplier, except for certain manufacturers of instrumentation, including Bio-Tek
Instruments, Inc. for the Galileo Echo™, Stratec Biomedical AG for the Galileo, and Celliance (a
subsidiary of Millipore Corporation), the joint manufacturer of some of the Company’s monoclonal
antibody-based products. The Company believes that its business relationship with its suppliers is excellent.
Management believes that if the supply of instrumentation were interrupted,-alternate supphers could be
found, but the commencement of supply could take one to two years.

Certain of the Company’s products are derived from blood having particular or rare combinations of
antibodies-or antigens, which are found in a limited number of individuals. The Company to date has not
experienced any major difficulty in obtaining sufficient quantities of such blood for use in manufacturing
its products, but there can be no assurance that a sufficient supply of such blood will always be available to
the Company. . ; ) -

Regulation

The manufacture and sale of blood banking products is a highly regulated business and is subject to
continuing compliance with multiple U.S., Canadian, European, Japanese and other country-specific
statutes, regulations and standards that generally include licensing, product testing, fac111t1es compliance,
product labeling, post-market vigilance and consumer disclosure.

An FDA facility hcense is issued for an indefinite period of time, subject to the FDA's right to revoke
the license. ‘As part of its overview responsibility, the FDA makes plant and facility inspections on an
unannounced basis. Further, a sample of each production lot of many of the Company’s products must be
submitted to and cleared by the FDA prior to its sale or distribution. The Company operates under U.S.
Government Establishment License No. 886 granted by the FDA in December 1982 to Immucor, Inc. for
the Norcross facility and U.S. Government Establishment License No. 435, granted by the Natlonal
Institutes of Health in 1971 to Gamma Biologicals, Inc. for the Houston fac1l1ty

In March 2006, the FDA inspected the Immucor, Inc. facility i in Norcross, Georgla and reported 13
observations. The Company responded to the observations in Aprll 2006, outlining its plans to implement
corrective actions as appropriate. In February 2005, the FDA inspected the Gamma Biologicals, Inc.
facility in Houston, Texas and reported eight observations. The Company responded to these observations
on May 2, 2005, outlining its plans to 1mplemem corrective actions as appropriate. The FDA routinely
verifies company implementations and commitments during subsequent visits.

In addition, each product manufactured by the Company is subject to formal product submissions and’
review processes by thé FDA and other regulatory bodlcs such as Health Canada, a European recognized
Notified Body and the Japanese Mmlstry of Health prlor to authorlzatlon to market Significant changes to
the Company’s products or facilities can require additional submission and review prior to implementation.
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For example, the Company holds several FDA product licenses to manufacture blood-grouping -~
reagents, anti-human globulin reagents and reagent red blood cells. The Company.must prepare biological-
product license applications or 510(k) pre-market notifications to the FDA to obtain product licenses or
market clearance for a new product or mstrumem To accomplish this, the Company must submit detarled
product information to the FDA, perform a clinical trial of the product, and demonstrate to thé
satisfaction of the FDA that the product meets certain efficacy and safety standards. There can be no
assurance that any future product licenses or instrument clearances will be obtained by the Company.

In fiscal 2006, each Immucor manufacturing facility worldwide successfully transitioned its quality’
management system from ISO 13485 1996 to the next revision of the standard, ISO 13485:2003. All
Immucor manufacturing facilities were issued certification to the ISO 13485: 2003 standard for its quality
management systems. This is an internationally recognized standard and certification is required in order
to continue product distribution in key markets such as Europe and Canada. In addition, to continue
marketing its products to the European Union, the Company is required to maintain certification under
the EC Full Quality Assurance System Assessment in accordance with the requirements of Annex IV of
the IVD Medical Devices Directive 98/79/EC. This certification authorizes the use of the CE mark on
Company products that allows products free access to all countries within the European Union. The
Company successfully completed certifications for CE marking of all products manufactured for the
European market.

In addition to the U.S., Europe, Canada and Japan, there are multiple countries worldwide that also
impose regulatory barriers to market entry. The Company continues to maintain product registrations and
approvals necessary to maintain access to foreign markets. '

In North America, the Company has hired and retained several employees who are highly experienced
in FDA and other regulatory authority compliance, and the Company believes that its manufacturing and
on-going quality contrel procedures conform to the required statutes, regulations and standards.

Environmental .

Immucor generates hazardous waste and has a U.S. Environmental Protection ‘Agency identification
number. All hazardous material is manifested and disposed of properly. Immucor is in compliance with
applicabie portions of the federal and state hazardous waste regulatlon% and has never been a party to any
environmental proceeding.

.

Patents, Trademarks and Royalties

Since 1986, the 11.S. Patent Office has issued to Immucor six patents pertaining to its solid phase
technology, one of which expired in 2003, and one of which expires in September 2006. We believe the
remaining patents, together with the Company’s trade secrets and know-how, will prevent any current or-
future compelitors from successfully copying and distributing our solid phase products. In addition, the
requirement to register products like these with the FDA, and have them produced atan FDA-hcensed
facility, acts as'an addmondl barrier to entry. into thls market

Immucor’s solid phase technology was initially acquired in 1983 from five researchers at the
Community Blood Center of Greater Kansas City (“Blood Center”) pursuant to an agreement that
terminates on September 8, 2006, Under that agreement the Company has paid the Blood Center royalties
equal to 4% of the net sales from products utilizing the solid phase technology, including for the fiscal
years ended May 31, 2006, 2005 and 2004 approx1mately $848, 000 $523,000, and $451,000, respectwe]y

The Company has reglstered the trademark “Immucor” and “Gamma" and several product names,
such as “ABS2000”, “ImmuAdd”, “Capture”, “Capture-P”, “MCP”, “Capture-R”, “Ready-Screen?, L F

1 ' ' v . ' P
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“Ready-ID”, “Capture-CMV” and “Galileo”. Dominion Biologicals, Limited, our wholly owned subsidiary
in Halifax, Nova Scotia, has registered the trademark “NOVACLONE”,

Through the acquisition of the BCA blood bank d1v1510n of Biopool International, Inc. (now known z as
Trinity Biotech Manufacturmg L.td.), the Company acquired several registered trademarks but produces
only one of the products with the registered trademark “RESt”. The Company contmues to distribute four
products manufactured by Trinity Biotech Manufacturing Ltd.

Trademarks Used in this Report
The'COmpany claims rights to the following trademarks used in this report:

- ABS2000® -
Capturc®

.+ Capture-CMV®
Capture-P® -
Capture-R® .
Capture-R Select™
Capture-5™
Echo™
Galileo®
Gamma®
ImmuAdd®
Immucor®
MCP® - . . _ !

- NOVACLONE® - : .
Ready-1D® : .
Ready-Screen®
RESt®

.This report also refers to the following products for whlch trademarks are claimed by other-
compames o ‘ . o -

“DIAS Plus” (DYNEX Techno]oglcs Inc.)
“KODE” (KODE Biotech Limited)
“Micrareader Plus” (IBG Limited)
“NouriCel” (SkinMedica, Inc.)
. “ROSYS Plato” (Qlagen ‘Inc.) - . L .

Competltlon ’ L : . : C e

Competmon in the immunohematology industry is based on quality of product, pricing, talent of the
sales forces, ability to furnish a range of existing and new products, customer service and continuity 6f
product supply. In the past several years, the Company has maintained its overscas sales and increased its
domestic reagent market share. Management believes that this is due to the Company’s emphasis on
product quality, introduction of new and specialty products, customer service and training.

Ortho- Cllmcal D1agnost|cs a Johnson & Johnson company, is the Company’s sole competitor with
licenses to manufacture an extensive line of blood banking reagents in the United States. The Company
believes that it becamie the North American market leadér in terms of sales during fiscal 1999 and remains
the North American market leader. A small line of reagent red blood cells manufactured in Europe by
Medion Diagnostics GmbH is distributed by Olympus in the U.S. market, but this product line lacks many
traditional reagents required by the blood bank industry. The Company seeks to continue to increase its
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worldwide market share through the use of its experienced direct sales force and expansion of its product .
line to offer customers a full range of reagents. The Company believes it can increase’its market share by
developing and m'irkctmg products based on its blood bank automatlon strategy and SOl]d phase
technology.

- The Galileo instrument was introduced to the major European countries in June 2002. Throughput
for ABO/Rh and antibody screening on.the Galileo is 70 tests per hour. This'is an important feature for-
the European market where most of the laboratories are open for one shift per day and the testing is
condensed into an eight-hour testing period versus a 24-hour testing period in the United States. The
Company believes that none of the instruments currently marketed are as fast as the Galileo. The
instrument speed coupled with its broad test menu gives the Galileo the advantage in the U.S. market as
well. The Compdny received FDA clearance to markct the Galileo in the United States in April 2004.

In June 2003, Ortho-Clinical Diagnostics, through its Micro Typing Systems subsidiary, began :
marketing the Ortho ProVue™. Throughput for ABO/Rh and antibody screening is believed to be eight to
ten tests per hour and is to be used in conjunction with the proprietary ID-Micro Typing™.Gel Test™ for
both ABO/Rh type and antibody screen. The only Immucor instruments with which the ProVue™ currently
competes directly are the ABS2000 and the newly developed Galileo Echo™. Management believes the
Echo™ and ABS2000’s use of traditional reagents for ABO and Rh type combined with its proprietary e
technologies for antibody screen offers a compctltwc price advantage over the Ortho ProVue

Olympus America Inc. has also developed an automated analyzer for the blood donor markel The
instrument, known as the PK7200, has been on the market for a number of years. The instrument performs
only ABO/Rh testing, CMV and syphilis screening, and does not perform antibody screcning. The
Company is aware that Olympus is performing U.S. clinical trials for a new analyzer, the PK7300. The
Company believes that the PK7300 is targeted to perform ABO/Rh testing, Rh/Kell phenotyping, and
CMYV and syphilis screening. Management does not believe the Olympus PK instruments will have a
materizl adverse effect on the Company’s revenue or instrument strategy in North America.

In 2005, Olympus America Inc. received approval to market the Tango, a fully automated instrument
to perform ABO/Rh and antibody screening. The Tango was devetoped by Biotest AG, a German
pharmaceutical and diagnostic company, and is being distributed by Olympus in the U.S. market. The
Tango has been sold in Europe and other markets by Biotest AG for several years, but has not been
favorably accepted in the U.S. market.

Biotest AG presently has FDA licenses to sell six reagent products in the U.S., as well as the special
reagents utilized by the Tango. The Company believes that-Biotest plans to introduce a complete line of”’
traditional reagents to the U.S, market and that it will take between.6 to 12 months for Biotest to complete
that line. Since the product line is incomplete, there is no evidence that Biotest will be in a position, in the
near term, to market a complete viable commercial product line.

Dlamcd a Swiss company, markets in Europe the Walk Away Diana instrument that is mdnufdctured
by anols a Spanish company. This system utilizes Diamed’s proprietary gel cards and is the same
instrument that is marketed as the ProVue™ by Ortho-Clinical Diagnostics in the Unl[ﬁd States. Grifols
produces a line of gel cards which are sold principally in Spain, Portugal and Latin America. Diamed has
recently introduced the Techno instrument for larger taboratories which is similar in performance to the
Ortho AutoVue. It is too early to predict how successful it will be.

Ortho-Clinical Diagnostics also competes in the European instrument market with the AutoVue
instrument with a throughput for ABO/Rh and antlbody screening of approx1mately 25 tests per hour. The
system, which has been on the market for about 10 years, utilizes Ortho Biovue column agglutination.
Management believes the ABS2000 and Galileo’s use of traditional reagents for ABO and Rh type




combined with its proprietary technologies for antibody screening offer the customer 51gn1f1cant price
savings over the AutoVue instrument,

The Company jointly manufactures some of its monoclonal antibody-based products with Celliance
Ltd (“Celliance”) (a subsidiary of Millipore Corporation) under a 5-year contract expiring in
September 2008. Under a former provision of the contract, Celliance was prohibited from actively selling
its branded finished products to end users in North America and Western Europe. However, this
restriction terminated in July 2006 upon the sale of Celliance’s parent corporation.

Management believes that Immucor is well positioned to compete favorably in the blood bank
business principally because of the completeness of its product line, quality and competitive pricing .
structure for its products, and introduction of innovative products such as blood bank automation coupled
with the Company’s Capture products (see Reagents, and Instruments and Instrument Systems).
Continuing research efforts in the area of blood bank automation (see Products Under Development), the
experience and expertise of its sales personnel (see Marketing and Distribution) and the expertise of its:" -
technical and customer support staff will enable the Company to retain its competitive advantage in the
market.

Employees

At May 31, 2006, the Company and its subsidiaries had a total of 563 full-time employees. The
Company had 372 full-time employees in the U.S., of whom 54 were in sales and marketing, 267 were in
manufacturing, research and distribution, and 51 were in administration. In Germany, Portugal, Italy,
Spain, Canada, Belgium and Japan, the Company had 191 full-time employees, 86 of whom worked in sales
and marketing, 73 in manufacturing, research and distribution, and 32 in administration.

As in the past the Company has experienced a low staft turnover rate in fiscal 2006. There arc no
Company employees that are represented by a union. The Compdny considers its employee relations to be
good.

Available Information

Immucor files reports, proxy statements and other information under the Sccurities Exchange Act of
1934, as amended (the “1934 Act”) with the Securities and Exchange Commission (the “Commission”).
The public may read and copy any Company filings at the Commission’s Public Reference Room at 100 F
Street, N.E., Washington, D.C. 20549. Information on the operation of the Public Reference Room may be
obtained by calling the Commission at 1-800-SEC-0330. Because the Company makes filings to the
Commission electronically, information may also be accessed at the Commission’s Internet site
(www.sec.gov). This site contains reports, proxies and information statements and other information
regarding issuers that file electronically with the Commission. Electronic versions of the Company’s annual
report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any amendments
to these reports filed or furnished with the SEC may also be accessed through the Company website at
www.immucor.com under “About Us/Investor Information/SEC Filings”. All such reports are available
through the Company’s website free of charge. ‘

Item 1A.—Risk Factors.

We are subject to various risks and uncertainties relating to or arising out of the nature of our business and
general business, economic, financing, legal and other factors or conditions that may affect us. We provide the
following cautionary discuission of risks and uncertainties relevant (o our business, which we beliéve are factors -
that, individually or in the aggregate, could have a material and adverse impact on our business, results of
operations and financial condition, or could cause our actual reswlts to differ materially from expected or
historical results. You should understand that it is not possible to predict or identify all such factors.
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Consequently, our business operations could also be. affected by additional facrors that are not presently known
to us or that we currently consider to be immaterial to our operations. . -~

Risks Relating to Our Company

A catastrophic event at our Norcross, Georgla facrllty would prevent us from producing many of our
reagent products. A . ) ' v e i

Substaritially all our reagent products are produced in our Norcross facility. While we have reliable
supplies of most raw materials, our reagent production is highly dependent on the uninterrupted and
efficient operation of the Norcross facility, and the Company currently has no plans to develop a third-
party reagent mdnufacturmg capablllty Therefore, if a catastrophic event occurred at the Norcross facility,
such as a fire or tornado, many of those products could not be produced until the manufacturing portion of
the facility was restored and cleared by the FDA. The Company maintains a disaster plan to minimize the
effects of such a catastrophe, and we have obtained insurance to protect.against certain business
interruption losses. However, there.can be no assurance that such coverage will be adequate or that such
coverage will continue to remain available on écceptable terms, if at al]. : L

Unforeseen product performance problems could prevent us from sellmg the affected products or even'’ -
result in a recall of previously-placed products.

Our instruments, reagents and other products are subject to regulatlon by governmental and private
agencies in the United States and abroad, which regulate the testing, manufacturing, packaging, labeling,
distribution and marketing of medical supplies and devices. All of our products receive all required
clearances from those agencies before we sell them. However, if any of our products failed to perform i in
the manner represented during this clearance process, particularly concerning safety issues, one or more of
these agencies could require us to cease selling that product, or even recall previously-placed products, and
to resubmit the product for clearance before we could sell it again. Depending on the product, and the -
availability of acceptable substitutes, such an agency action could result in significantly reduced revenues .
and earnings for an indefinite period. .

]
. -

Any unforeseen delays or costs relating to the planned closure of our-Houston facility or difficulties in
consolidating our manufacturing facilities could adversely affect our business and operating results.

In November 2005, we announced plans to close our manufactuting facility located in Houston, Texas
and to consolidate production at the facility into our Norcross, Georgia and Halifax, Nova Scotia
manufacturing facilities. Any delays, including regulatory delays, or higher than expected consolidation
costs could limit or delay realization of the increased efficiencies that we expect to reallze from this closure
and could negatively impact our operating results.

We are highly dependent on our senior management team and other key employees, and the loss of one or
more of these employees could adversely affect our operations. - I '

Our success is dependent upon the efforts of our senior management and staff, including sales,
technical and management personnel, many of whom have very specialized industry and technical expertise
that is not easily replaced. If key individuals leave us, we could be adversely affected if suitable '
replacement personnel are not quickly recruited. Our future success depends on our ability to continue to
attract, retain and motivate qualified personnel. There is intense competition for medical téchnologists and
in some markets there is a shortage of qualified personnel in our industry. If we are unablé to continue to
attract or retain highly qualified personnel, the development, growth and future success of our businéss
could be adversely affected. :
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Our customers and potential customers may choose to delay significant capital expendltures, which could .
have an adverse effect on the sales of our instruments. -~ .- _. LT

For many of the hospitals, blood banks and other institutions to which we offer our products, the
purchase of one of our instrument systems represents a significant capital expenditure, Some'of these
customers may choose to'delay significant capital expenditufes such as the purchase of an instrument from
us because of other needed capital expenditures or for other reasons. Because our business operates on a®

“razor/razorblade” model, any delays in purchasing our instruments would also result in delayed purchases
of our propnetary reagents Asa result, our revenues and financial results could be adversely affected
If customers delay integrating our mstruments into the:r blood bankmg operatmns our operatmg results
could be negatlvely |mpaeted - :

. - ] . - .
N ! c o . ¢ , . ;

- From time to time in the’ pdbt certain of our customers have expenenced delays between the purchdse
of our instruments and the successful integration of these instruments into their existing operations. These
delays may be due to a number of factors, including staffing and training issues and interfacing our
instruments with the customer’s computer systems. As a result, we have-experienced, with certain
customers, significant delays between the time that an instrument is purchased and the time that such
instrument is brought “on line” by the customer. We have.taken steps in the design of-our next generation :
instruments intended to make it easier for our customers to integrate the instruments into existing
operations. However, because our business operates on a razor/razorblade medel, such integration
delays could also result in delayed purchasce of our proprletary reagcnls I ' ’

In order to continue to successfully gmw our busmess, we must expand sales of onr products mto
addmonal forelgn markets

An integral part of our strategy is to pldce our mstruments in dddmonal markets partlcularly in Japan.
In furtherance of this strategy, we recently acquired the blood banking business of our former distributor in
Japan. Qur ability to grow successfully.in Japan and other markets depends in-part on our ability to achieve
product acceptance and customer loyalty in these markets. Additionally, our operations in foreign. .
countries present certain challenges and are subject to certain risks not necessarily present in our domestic
operations, such as fluctuations in currency exchange rates, shipping delays; changes in applicable laws and
regulations and various restrictions on trade. These factors could impact our ability to compete successfully
in these markets, which could in turn negatively affect our mternatlonal expansion goals, and could have a
material adverse effect on our operatmg results. ’
Because we sell our products mlernanona]ly, we eould be adversely affected by fluctuations i in foretgn
currency exchange rates,

In the fiscal year ended May 31, 2006, our foreign net sales, including net domestic export sales to
unaffiliated customers, accounted for approximately 31% of our total net sales. As a result, fluctuations in
foreign currency exchange rates, particularly the Euro, Canadian Dollar and Yen against the U.S. Dollar,
could make our products less competitive and affect our sales. and earnings levels. An increase in our .
foreign sales would increase this exposure. The company has not historically hedged against currency
exchange rate fluctuations, but may do.so in the future if the exposure increases.

We cannot predict the outcome of 'pendiné'gove?nniental investigations and other pepding legal matters.

As discussed in-Item 3—Legal Proceedings of Part | of this Annual-Report on Form 10-K, our Italian
subsidiary and Dr. Gicacchino De Chirico have been the subjects of a criminal investigation in Milan, Italy
relating to payments to certain Italian physicians. The public prosecutor in Milan has completed his
investigation and presented formal charges against our subsidiary and Dr. De Chirico. The SEC has also
issued a formal investigative order relating to certain of these matters, but has not given any indication as
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to the,ultimate outcome of its investigation. These investigations have resulted in, and may continug to
result in, a diversion of our management’s time and attention and the incurrence of increased costs. These
investigations could also result in civil penalties or criminal proceedings, including fines, injunctions or
orders with respect to future activities, alt of which could result in further substantial costs and diversion.of
management time and attention.

We and certain of our current and formcr officers and directors have also been ndmed defenddnts in
federal securities class action and federal and state sharcholder derivative lawsuits. The plaintiffs in these
lawsuits may make additional claims, expand existing claims and/for expdnd 'the time periods covered by the
complaints, and other plaintiffs may brmg additional actions with other claims. We expect to incur
s:gmflcant defense costs regardless of the outcome of thése ldwsults If we do not prevail in any such
actions, we could be’ reqmred to pay substdntlal ddmagm or settlement costs, part or all of Wthh may not

be covered by msurance

Our financial perl'nrmanee is highly dependent on the timely and successful introduction-of new products
and services. , . ¥ oo . e oL , .

Our finanicial performance depends in large part upon our ability to successfully develop and market
next generation and new instruments and other products in a rapldly changing technologlcal and economic
environment. If we fail to successfully identify new product opportunities and timely develop and introdice
new.instruments that achieve market acceptance; we may lose our market share and our future revenue
and carnings may suffer. We are currently in the process of developing and obtaining rcgulatory clearance
for our third-generation Galileo Echo™ instrument, which we intend to market to small- to medium-sized
hospitals. If the introduction of this or other next-generation instruments were 1o be delayed due 10
regulatory, development, or other obstacles, our revenues, earnings and market share could be negatively
impacted. Additionally, our next generation instruments must compete with current and future .
instruments offered by our competitors. Finally, as we approach the introduction of our new or next-
generation products, sales of our legacy products may decline §ubstantially.

4

4

We are dependent on some smgle source suppllers

We purchasc certain instruments and rcagents from smgle source suppliers (sec Busmess—Suppllcrs)
The disruption of such supply relationships could impair our ability to process, manufacture and test. |
products or cause us to incur costs associated with the development of alternative sources. In addition, in
some instances, FDA clearance would be required to replace or substitute a supplier or component that we
use. Any such disruption could result in delays in making product shipments, which could have a material
adverse effect on our financial condition and results of opcrations. . K :

-

We may be unable to adequately protect our. proprietary technology.

‘o

Our ability to compete depends in part on our ability to maintain the proprietary nature of our owned
and licensed intellectual property. Theré can be no-assurance as to the dcgree of protcction offered by our
various patents, the likelihood that patents will be issued on pending patent applications, or, with regard to
licensed intellectual property, that the licenses will not be terminated. Although one of the two original
patents on our proprietary solid-phase technology expired in August 2003 and the other expires in
September 2006, we believe our remaining patents, together with our trade secrets and know-how, will
prevent any current or future competitors from successfully copying and.distributing our solid phase
products. In addition, the requirement to register products like these with the FDA, and have them
produced at an FDA-licensed facility, acts as an additional barrier to entry into this market. However,
there can be no assurance that competitors will not develop around the patented aspects of any of our
current or proposed products, independently develop technology or know-how that is the same as or
competitive with our technology and know-how or otherwise obtain access to our intellectual property. If
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we are unable to maintain the proprietary nature of our intellectual property and our significant current or
proposed products our revenues'and results of operations may be adversely affected

Risks Relating to our Industry
Government regulation may delay or prevent new product introductien,

Our instruments, reagents and other products are sub_lect to regulatlon by governmental and’ prwate
agencies in the United States and abroad which regulate the testing, manufacturing, packaging, labeling,
distribution and marketing of medical supplies and devices. Certain international regulatory bodies also
lmpose import and tax restrictions, tariff regulations, and duties on imported products. Delays in agency
review can significantly delay new product mtroductlon and may resuit in a product becoming * outdated”
or losing its market opportunity before it can be introduced. Also, the FDA and international agenc:les
have the authority to require a recall or modification of products in the event of a defect.

The FDA and other agency clearances generally are required before we can market new instruments
or reagents in the United States or make significant changes to existing products. The process of obtaining
marketmg clearances and approvals from regulatory agencies for new products can be time consummg and
expensive. There is no assurance that clearances or approvals will be granted or that agency review will not
involve delays that would adversely affect our dblllty o commerc1alrze our products

Federal, state and foreign regulations regarding the manufacture and sale of our products are subject
to change. We cannot predict what impact, if any, such changes might have on our business. In addition,
there can be no assurance that regulation of our products will not become more réstrictive in the future
and that any such development would not have a material adverse effect on our business.

The industry and market segments in which we operate are highly competitive, and we may not be able to
compete effectively with larger companies with greater financial resources than we have,

Our industry and markets we operate in are highly competitive. Some of our competitors have greater
financial resources than we do, making them better equipped to fund research and development,
manufacturing and marketing efforts, or license technologies and intellectual property from third part1es
Morcover, competitive and regulatory conditions in many markets in which we operate restrict our ability
to fully recoup our costs in those markets. Our competitors can be expected to continue to improve the
design and performance of their products and to introduce new products with competitive price and
performance characteristics. Although we believe that we have certain technological and other advantages
over our competitors, maintaining these advantages will require us to continue to invest in research and
development, sales and marketing and customer service and support. We cannot assure you that we will
have sufficient resources to continue to make such investments at levels that our larger eompetrtors can
make or that we will be successful in maintaining such advantages.

We may be exposed to product liability claims resulting from the use of products we sell and distribute,

Although product liability claims in our industry are infrequent, the expansion of our business in an
increasing litigious business environment may expose us to product liability claims related to the products
we sell. We maintain insurance that includes product liability coverage and we believe our insurance
coverage is adequate for our businesses. However, there can be no assurance that insurance coverage for
these risks wilt continue to be available or, if available, that it will be sufficient to cover potential claims or
that the present level of coverage will continue to be available at a reasonable cost. A partially or
completely uninsured successful claim against us could have a material adverse effect on us.
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Item 1B.—Unresolved Staff Comments. . Lo L S e
Not.aipplic'able.' . .

Item 2. -Properhes

- .

The Company Ieases approximately 135, 000 square feet in Norcross, Georgla a suburb of Atldntd as
its executive offices, laboratories, manufacturing and warchousing facilities. The term of the lease is for an,
eleven-year period-ending June 2016 with a right to renew for an additional five years. The Company
leases an additional domestic warehousing facility under an operating lease agreement expiring in fiscal
2008 with a right 1o renew for an additional five years. In fiscal 2006, the Company leased anew
warehousmg facility with the lease agreement expiring in fiscal 2017. The Company owns a 41,000 square
foot building on a three-acre tract of land in northwest Houston, which is used primarily for' -
manufacturing. Rent charges in the U. S for the fiscal year ended May 31 2006 were apprommately
$950,000.

In Germany, the Company leases 2,300 square meters of office and warehouse space near Frankfurt.,
Rent expense for the fiscal year ended May 31, 2006 totaled approximately $289,000. The term of the lease
in Germany is through April 2009. In Italy, rent expense for the fiscal year ended May 31, 2006 totaled
approximately $121,000 for 850 square meters of office and warehouse space. The Company has six
separate lease agreements for the facility in Italy with terms expiring between April 2006 and
September 2010. In Portugal, the Company leases 110 square meters of office space and rent expense for
the fiscal year ended May 31, 2006 was approximately $22,000. In Spain, the Company leases 314 square
meters of office space and rent expense for the fiscal year ended May 31, 2006 was approximately $59,000.
In Japan, the Company leases 270 square.meters of office space and rent expense for the fiscal year ended
May 31, 2006 was approximately $145,000. In Belgium, the Company owns land and.a 1,400 square meter
building. In Canada, the Company owns a 15,000 square foot building on approximately one acre of land
that houses the local office and manufacturing and warehouse facilities. The Company believes all of its
facilities and lease terms are adequate and suitable for the Company’s current and anl1c1pated business for
the foreseeable future.

N )

Item 3.—Legal Proceedings. . . . E R " o,

* As previously reported our Italian subsidiary and Dr. Gioacchino De Chlrlco the former ‘President of
the subsidiary, have been the subjects of a criminal investigation in Milan, Italy centered on payments by -
several companies to certain Italian physicians allegedly in exchange for favorable contract awards by their
hospitals. The public prosecutor in Milan has completed his investigation'into these payments, and has
charged Dr. De Chirico, as the former President of the subsidiary, with participating in cértain of those
payments to gain favorable procurement action for the subsidiary at the physicians’ hospitals. The
subsidiary has also been charged because under Italian law the subsidiary can be held responsible for the
actions allegedly taken by an officer. The prosecutor’s charges have been presented to a judge who must -
decide whether the case will be sent to trial. The preliminary hearing before the judge has been set for
October 10, 2006, and, based on advice from Italian legal counsel, we believe the judge will send the.case
to trial. The subsidiary is considering seeking a plea-bargaining agreement with the prosecutor. However,
Dr. De Chirico has vigorously denied any wrongdoing, and we understand he does not intend to enter into:
a plea bargain. If Dr. De Chirico or the subsidiary does not settle this matter, we believe a trial would not
begin until 2007, and appeals of an unfavorable verdict could take several years. ‘ :

In 2005 the Audit Committee of our Board of Directors completed an internal investigation prompted
by the Italian investigation and determined that a €13,500 payment to a physician as the organizer and
chairman of a convention sponsored by the Italian subsidiary was not improper, but the invoice for those
services resulted in a violation of the books and records provisions of the Foreign Corrupt Practices Act.
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The investigation also concluded that payments to another physician totaling approximatcly $47,000 may
have been related not only to the performance of certain scrvices but also to the introduction of an
instrument system into that physician’s hospital and perhaps other hospitals. The SEC has issued a formal
investigative order in these matters, we have made a number of voluntary submissions to the SEC and we
continue to cooperate with the SEC. The SEC has not expressed to us any conclusions about the ultimate
outcome of its investigation. No determination can yet be made as to whether, in connection with these
circumstances, we will become subject to any fines, penalties and/or other charges imposed by-any
governmental authorlty, or any other damages or costs that may arise in connection with these
cu‘cumstances -

Bletween August 31.and October 19, 2005, a series of ten class-action lawsuits were filed in the United
States District Court for the Northern District of Georgia against the Company and certain of its current
and former directors and officers alleging violations of the sccurities laws. The Court has consolidated
these cases for disposition under the caption In re Immucor, Inc. Securities Litigation, File
No. 1:05-CV-2276-WSD, designated lead plaintiffs, permitted the filing of an amended consolidated
complaint, and established a schedule for briefing our motion to dismiss the claims. The consolidated
complaint, brought on behalf of a putative class of shareholders who purchased our stock between
August 16, 2004 and August 29, 2005, alleges that our stock prices during that period were inflated as a
result of material misrepresentations or omissions in our financial statements and other public
announcements regarding our business. On March 7, 2006, we timely moved to dismiss the consolidated
complaint. The motion to dismiss has been fully briefed and is awaiting court disposition. Discovery has
not yet begun. The Court made no determination whether any of the plaintiffs’ claims have merit or should
be allowed to proceed as a class action. We believe the claims are without merit, and intend to vigorously
defend the Company. While we do not currently expect these lawsuits to materially affect our financial
condition or results of operations, there can be no assurance of any particular outcome.

In September 2005, F. Baragano Pharmaceuticals filed suit against the Company in the U.S. District
Court for the District of Puerto Rico, alleging that the Company cancelled a distribution contract without
just cause, and sccking $350,000 plus interest, costs and attorney fees. In June 2006 the Company settled
the lawsuit for $45,000.

The Company’s compliance with its Affirmative Action Plan is being audited'by the U.S. Department
of Labor’s Office of Federal Contract Compliance Programs (OFCCP) concerning personnel activity from
July 1, 2003 through June 30, 2004 and July 1, 2004 through February 13, 2005, If OFCCP determines that
a wolatlon of Federal antidiscrimination statutes has occurred, it has the power to order remedial action.
Due to the preliminary nature of this matter, we are not yet able to determine whether the Company will
become subject to any such remedial action.

Other than as set forth above, the Company is not currently subject to any material legal proceedings,
nor, to the Company’s knowledge, is any material legal proceeding threatened against the Company.
However, from time to time, the Company may become a party to certain lcgal proceedings in the ordinary
course of business. We do not believe any ongoing legal procecdings including those summarized above,
will have a material adverse effect on our consolidated financial position.

Item 4.—Submission of Matters to a Vote of Security Holders.

During the fourth quarter of fiscal year 2006, no matters were submitted to a vote of the security |
holders.
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. PART 11

Item 5.—Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities.

Immucor’s common stock trades on The Nasdaq National Market System of The Nasdaq Stock
Market under the symbol: BLUD. The following table sets forth the quarterty high and low prices of the
common stock for the fiscal periods indicated as reported by Nasdaq. These prices represent inter-dealer
quotations without retail markups, markdowns or commissions and may not represent actual transactions.

. - : High - - Low
~ Period from June 1 through June 30,2006 . .. ................... $19.57 $16.86
Fiscal Year Ended May 31, 2006 ,
First QUATTBE . .. .ot i it iit i eeasae et i.. $2400 $15.11
Second QUANET ...ttt et e et eraeeeens 18.90 14.37
Third Quarter............ e seeeens O 2091 15.14
Fourth Quarter. ... .. e, [T PR 21.56  16.03
Fiscal Year Ended May 31, 2005 _
FirstQuarter......... ... i e $ 988 § 7.80
Second Quarter ............ 1432 9.09
Third Quarter.............. e 21160 1411
Fourth Quarter. . . .. P 2332 17.44

* As of June 30, 2006, there were 265 holders of record of the Company’s common stock. The last
reported sales price of the common stock on such date was $19.23. )
Dividend Policy

Immucor has not declared any cash dividends with respect to its common stock. The Company
presently intends to continue to retain all earnings in connection with its business.

r

Stock Splits .

t

On April 11, 2006, the Board of Directors approved a three-for-two stock split. The stock split was
distributed on May 15, 2006 and resulted in the issuance of 22,685,368 shares of common stock, net of 98
fractional shares for which cash was paid. Previously, the Company had distributed three-for-two splits on
July 16, 2004 and on December 13, 2004, All share and per share amounts disclosed in this document have
been retroactively adjusted to reflect the stock splits described above.

Equity Compensation Plan Information

In 2005 the Company’s Board of Diirectors adopted, and the shareholders approved, the
Immucor, Inc. 2005 Long-Term Incentive Plan (the “2005 Plan™). The 2005 Plan replaces the Company’s
preexisting stock option plans which have been frozen and remain in effect only to the extent of awards
outstanding under these plans. Under the 2005 Plan, besides granting stock options, management will be
able to award stock appreciation rights, restricted stock, deferred stock, and other performance-based
awards as incentive and compensation to ¢mployees. The maximum number of shares of the Company’s
common stock as to which awards may be granted under the 2005 Plan is 3,600,000. The maximum number
of shares that may be used for awards other than stock options is 1,800,000, and the maximum number of
shares that may be used for grants of incentive stock options is 1,800,000.
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The following table provides information as of May 31, 2006 with respect to the shares of our common
stock that may be issued under our existing equity compensation plans:

Number of securities Weighled average Number of * *
. to be issued upon exercise exercise price of securities remaining
! ' of outstanding options, *  outstanding options, =~ ' available for
Plan category . warrants and rights warrants and rights future issnance ***
Equity compensation plans approved by . -
security holders * _.................. 2,949,657 $6.17 | 3,518,637
Equity compensation plans not approved
by security holders** ., .. ... ... .. .. 1,943,300 $1.07 —
Total ... DU 4,892.957. - - §4.14 3,518,637

* Includes the Company’s 1998 Stock Option Plan, 2003 Stock OleOI‘l Plan and 2005 Long -Term
Incentive Plan.

** Includes the Company’s 1990 Stock Option Plan and 1995 Stock Option Plan.

**+ Number of securities available for future issuance represents securities available under the 2005 Long-
Term Incentive Plan. At May 31, 2006, options had been granted under the 2005 Long-Term Incentive
Plan to purchase 81,363 shares of common stock; all of the 3,518,637 remaining shares are available
for issue under the 2005 Long-Term Incentive Plan; and, alternatively, up to 1,800,000 shares could be
issued as restricted stock or other non-option awards after May 31, 2006, and the remaining 1,718,637
shares could be issued under stock options grants after May 31, 2006. No securities are available for
future issuance under any of the other plans which were frozen when the 2005 Long-Term Incentive
Plan was adopted. For a description of the matenal features of these plans see Note 13 to the
consolidated financial statements. ’

Stock Repurchase Program

On December 13, 2005, the Board of Directors authorized the Company to repurchase up to an
additional 1.5 million shares, under the repurchase program initiated in 1998, increasing to 2,040,225 the
shares available for purchase. During the fiscal year ended May 31, 2006, the Company repurchased
1,580,100 shares for approximately $24.8 million at an average per share price of $15.69, bringing the
aggregate number of shares to 7,950,975 repurchased under that program through May 31, 2006. An
aggregate of 1,424,025 shares were available for repurchase under the program as of May 31, 2006.

The Company repurchased shares of its Common Stock under the Company’s stock repurchase plan
during the three-month period ended May 31 2006 as indicated in the table below:

Shares Purchased to Maximum # of Shares
Average Price  Date as Part of Publicly Available to Purchase
Period Shares Purchased Per Share Announced Plan Under the Plan
March 1-31, 2006...... N . — .5 — : 7,800,975 ‘ 1,049,350
April 1-30,2006............ : R .- 1,800,975 . 1,574,025

May 1-31,2006............. .. 150,000 . . $17.20 7,950,975 1,424,025
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Item 6.—Selected Financial Data. . T

(In thousands, except per share amounts)

For the Year Ended May 31,
2006 2005 2004 2003 © 2002
) (1) (D{2) (112) (1)(2)

Statement of Income Data: . ' R ) o
Netsales............. A $183,506 $144,786 $112,558 $98,648  $84,472
Cost of sales......... ...... AU Lo 61,969 57,541 0 50,488 42,939 37,608
Gross profit ................. e © 121,537 87,245 62,070 55,709 46,864
Operating expenses: ' - : ' L '
Research and development............... T 4,623 4,463 - 3,749 2,051 1,997
Selling, general, and administrative. ... ... .. . 51,185 45,530 . 36,619 , 31,354 29,826
Restructuring expenses ................ .o 2689 — — — L =
Total operating expenses................. 58,497 . 49,993 40,368 33,405 . 31,823
Income from operations ................. 63,040 37,252 21,702 22304 15,041
Other: : _ L e . .
INterest inCome .. ........covveneennnns L. 978 624 41 127 4]
INtETest XPEnSe ... ....ovvneerniennss ' (516) (662) (881)  (2,406) (4,454)
Other (loss)income—net................. ~ (342) 767 (598) 158 1,356
Totalother.................: R - 120 - 729 (1,438) (2,121) (3,057)
Income before income taxes............ . 63,160 * 37,981 20,264 © 20,183 11,984
Incometaxes ... ... ini it oo 23317, 0 14,071 7,726 5,813 3,189
Netincome................ S . $°39,843 3 23910 § 12,538 $14,370 $ 8,795
Income per share: - , .

Per common share—basic. ....... N .. $ 059 § 035 $ 019 $ 023 $ 0.16

Per common share—diluted.. . . ... seeees, 3056 5 034 5§ 018 0§ 021 $ 015
Weighted average shares outstanding: - : . S .

Commonshares. .......coeeeveinean... 68,004 67,699 66,387 63,458 55,481

Common shares—assuming dilution. . . .. 71,401 71,350 70,491 - 68,210 57,983

May 31,
2006 2005 2004 2003 2002

Balance Sheet Data:
Working capital .. ....... ... ... . $92883. % 70,946 § 48261 § 40,872 $ 27,070
Totalassets. . ......cvveveierrerannanenn.. 191,687 157,613 124,417 116,886 101,367
Long-term obligations, less current portion. . 3,980 ©2,991 7,216 18,231 31,581
Retained earnings. . ...........oovenanne - 119,700 -79,857 ' 55,956 43,426 29,057
Shareholders’ equity.......... ) . 143,871 117,432 - 92,953 73,695 43,953

(1) All share and per share amounts have been retroactively adjusted to reflect the May 2006,
December 2004 July 2004, November 2003 and September 2002 three- for two stock splits.

(2) Certain salary expenses for the years ‘ended May 31, 2004, 2003 and 2002 have been reclassnfled to
conform to the current year presentation; these reclassifications impact Cost of sales and Selhng,

general and administrative expenses.

(3) Figures for the year ended May 31, 2006 include Immucor-Kainos which was acquired in July 200s.
See Note 19 to the consolidated statements for financial information since 1ts acquisition under the
“Japan” column.




Item 7.—Management’s Discussion and Analysis of Financial Condition and Results of Operations. «
Overview : o R
Perforniance

Ouir ovérall strategy for fiscal 2006 was to contmue our focus on improving gross margins, onour
products through achieving continued benefits from strategies implemented in fiscal year 2005, as Swell as
through the 1mplementat|0n of new strategies. Our gross margin increased to 66% for fiscal ycar 2006 from
60% achicved in fiscal year 20()5 and 55% achieved in fiscal 2004. ' .

The 27% increase in revenue and a 10% 1mprovement in overa]l gross margin during the year ended |
May 31, 2006, as compared to the prior year period, were due to several factors, including; .

+ Reagent price increases, attributable in part to the cancellation in January 2005 of supply -
agreements with two group purchasing organizations which annually contributed approximately
$25 millioh to our revenués, in order to increase member purchasing pnccs as wcll as reduce -
administrative fees associated with thése contracts;

¢ Incrcased Capture reagerit tevenues, driven primarily by the kit-to-component marketing
changeover implemented in the third quarter of fiscal 2005, as well as ptacement of additiornal
instruments which réquire the use of Capture reagents; and

» Increased manufacturing efficiencies due in part 1o the continued climination of a number.of .
redundant products prewously manufactured at our three manufacturing facilities.

Qur reporting of revenue and gross margins is affectcd by the application of Emcrging Issues Task
Force (“EITF”) Issuc No: 00-21, Accounting for Revénue Arrangements with Multiple Deliverables. The-
accounting treatment mandated by this pronouncement resulted in the deferral of certain reverue for sales
agreements which had multiple delivcrables. As of May 31, 2006 and May 31, 2005, we had deferred
revenue liabilities of approximately $16.1 million and $7.6 million, respectively, and a qlgmflcant poétion of
these balances related to the deferfal of revenue from sale of instruments. -

We were again successful in containing operating expenses which rose by only 17% to $58.5 million.
Net income increased to $39.8 million, or 67%, compared to prior year. Increased revenue, improved gross
margin and control of expenses contributéd to our achieving a record year in terms of revenue and net -
income.
Acqidisition in Japan

~On July 5, 2005, in an effort to expand our presence in Japan, we acquired Immucor-Kainos, Inc.—a .,
newly-formed company to which Kainos Laboratories, Inc. (“Kainos”), our former distributor of Immucor
products in Japan, spun off its blood-banking division. We paid Kainos ¥459 million (approximately $4.1
million) in cash on signing of the purchase agreements, and will pay an additional ¥300 million,
(approximately $2.7 million) over three years with minimum payments of ¥125 mitlion in each of the first
two years and the remaining ¥50 million in the third year. A final paymert of ¥441 million will be made
after a three-year transition period ending on June 30, 2008; or carlier upor mitual agreemerit. Kainos has
agreed to provide certain seivices to us during the first three years. We believe the acquisition of this

business is a key step towards further penetrating the Japanese transfusion dlagnostlcs market, the thlrd
largest suich market in the world after Europe and the United States

Business Outlook

For fiscal 2007, we are continiuing {6 focus on improving gross margins through achieving continued
benéfits from successful strategies dlready implémeérntéd, as well as through the implemeritation of new
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strategies. Listed below are the key factors whlch we expect wnll drive further revenue and gross margin
improvements in fiscal 2007: . o . . PR R

. Expandmg customer basé of our Customer Loyalty Program L : Ao T

(il

:Impact of Galileo mcreased market penetratron o -

‘ .operatlons and help us in contammg our expenses

* Wy,

We continue to offer this program to expand reagent utrllzatton throughout our customer base.
First implemented in fiscal 2005, the program promotes partnenng with'the customer to
standardize blood bank products. The program promotes higher sales volumes while partially .
shielding our more loyal customers from the effects of prtce increases. R

v ]

.l|| e s

We expect Capture revenues to increase in fiséal 2007 over flscal 2006 due to the continued lmpact

of fiscal 2006 Galileo placements as well as expected new placements in fiscal 2007. As of May 31,
2006, we have received purchase orders for 233. Galiteo instruments from European customers since

-lntroducmg the Gallleo to the Europedn market in the first quarter of flscal 2003 Addltlonally, as .

of May 31, 2006: 118 Galileo instruments purchase orders have been recelved from Us. customers
since FDA clearance was received in Aprit 2004; 14 Galileo purchase orders have been recelved

frorii Cdnadian customers sinicé Health Canada cleirance was received in July 2004; and two

purchase orders have béen received ffom Japanese customers since Miriistry of Health cledrarice
was received in July 2004. As of May 31, 2006, 294 of these instruments werc'generating reagent -
revenues.

.o Y LT C

Increased Japariese market penetration

We believe the acquisition of Immucor-Kainos is a key step towards further penetrating the
Japanese transfusion diagnostics market, the third largest such market in the world after Europe
and the United Stdiés=Theé results of this subsidiary have been included in our consolldated
fmanmal statements froi July 35,2005, the date of acquisition. e

AN PR e .
. .

Introduction of Galileo Echo™ T

We expect to further improve out'competitive position going into ftscai 2007 through thé launch of
our third generation automated assay instrument, the Galileo Echo™, which is expected 1o be
released in European dnd U.S. markets in the third quarter of fiscal 20(}7.' The actual launch date is
dependent ori FDA clearance ‘0f-the instrument in the United States and assumes clearance will
take approximately 90 days after the submission is received by'the FDA! Galiléo Echo™ is
significantly smaller and faster than our ABS2000, and-has substantially all of the features of our
larger instrument, Galileo, apart from lower throughput. We believe the Galileo Echo™ will appeal
to the small- to medivm-sized hospital market, the largest segment of our customers (approximately
5,000 to 6,000 worldwrdc) to whlch our ABS2000 instrument is currently.marketed. - '

e . . . H IR

Increased manufactunng eﬁ‘iczenc:es
We believe the following decisions and steps will further increase efficiencies in our manufacturing

o - . ¥
VR oo,

i), We wnll contmue ellmlnatmg redundant products currcntly manufactured at the Company s
three manufacturing facilities. T TSR P SO -

14 o4 -1 . 4 N

- i) © We will continue mcreasmg manufacturlng efficiencies ‘going into fiscal 2007 through
' implementation of 4 Manufatturing Execution System’ (“MES”) anew sales forecastmg
- “System, and a néw marketing database, the combmanon of whichi i is expectéd to drive miore
accurate forecasting of product demand and resulting material'and labor requiréments. The
new marketing database was implemented in June 2005 and the new sales forecasting system

-
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v »: ;. was implemented in January 2006. MES preliminary design work will commence in fiscal
2007 and is expected to be implemented in fiscal 2008. . ¥ :

ifi) Our decision to consolidate manufacturing operations in Norcross, Georgia and close the
Houston, Texas facrhty by December 2007 w1|l further reduce overheads and improve
' ‘margms ‘and net income. -

T
i T ]

]

Results of Operations

For the fiscal year ended May 31, 2006, nect sales totaled $183.5 million, up 27% from the prior year
net sales of $144.8 million. Net income was up 67%, from $23.9 million in fiscal 2005 to $39.8 million in
fiscal 2006. Diluted earnings per share totaled $0:56 for fiscal 2006, as compared to diluted earnings per
share of $0.34 for the prior year, an increase of 65%. .

'Since the acquisition of Immucor Japan on July 5, 2005, Immucor Japan is reflected in our results of
~ operations fof eleven months of fiscal 2006. It contributed $7.4 million to revenue and mcurred loss from
operations of $0.4 million in fiscal 2006.

'
v

United States operations continue to generate a majority of our revenue and operating income. U.S.
operations generated 71% and 90%, respectively, of our revenue and operating income in fiscal 2006
compared to 68% .and 85%, respectively, in fiscal year 2005.

Comparison of Years Ended May 31, 2006 and May 31, 2005

Year ended May 31,

2006 2005 - % change
Lo . . : . . . (In thousands)
NetSales ............ T . $183,506 $144,786 . 27%
Grossprofit. ..o, . 121,537 87,245 - 39%
Gross profit percentage. ..................... 66% 60% 10%
Research and development .. .. ....... ..., 4,623 4,463 4%

. Selting and marketing .. ....... e 20,877 . 18,228 15%
Distribution. . .............. S 8,004 8,044 - 0%
General and administrative ...............; 21,963 . 18,559 | 18%
Restructuring expenses.................... 2,689 -—  n/m
Amortization expense and other............ ) 341 , 699 . S1%
Total operating expenses ....... e .. 58,497 . 49,993 7%

Otherincome ... i, 120 729 -84%
Income before incometax ................... - 63,160 37,981 66%
Provision forincome tax..................... 23,317 . 14,071 66%
NEtIBCOME © vttt eeereet et i, $ 39,843 § 23910 67%

Net sales - - : Cor

Traditional reagent revenues grew to $132.7 million compared to $99.2 million in fiscal 2005, a 34%
increase. The growth in traditional reagent revenue (i.e. products not utilizing our patented Capture
technology) occurred mainly as a result of price increases, the effect of which was marginally offset
(approximately $3.9 million) by a slight decrease in sales volume in the United States. Traditional reagent
sales have historically been our primary source of revenue and still constitute a very significant portion of
our business. We expect the significance of this line of products to decline as we place more instruments in
the market and increase sales of our Capture products
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Capture product sales were $34.3 million compared to $29.6 million in fiscal 2005, a 16% increase.
The increase is primarily attributable to the change of marketing strategy in January 2005 from selling
products in kits to selling individual components and to price increases. Sales of Capture products are
largely dependent on the number of active instruments requiring the use of Capture reagents placed with
customers and in operation. As we succeed in placing more |nstruments in the market, we expect revenue
from Capture products to increase.

Sales of instruments were $12.5 million in fiscal 2006 and fiscal 2005. Most instrument sales in the
United States are recognized over the life of the underlying reagent contract, which is normally five years.
In fiscal 2006 approximately $13.8 million of instrument sales and associated service revenue were deferred
in this manner, compared to $8.8 mllhon in fiscal 2005, a 57% increase. As of May 31, 2006 and May 31,
2005, deferred instrument and service revenues totated $16.1 million and $7.6 million, respect:vely
Revenue recognized from instrument sales and associated service revenue was approximately $5.5 mllllon
in fiscal 2006 and $2.9 million in fiscal 2005, a 90% inerease. We expect to put more Galileo instruments in
the market and also expect to begin generating revenues from the sale of our new Galileo Echo™
instruments which we expect to launch in the U.S. and Europe in the third quarter of fiscal 2007. The
actual launch date is dependent on FDA clearance of the instrument in the United States and assumes
clearance will take approximately 90 days after the submission is received by the FDA. We expect to
recogmze more révenue in the coming years as we place more mstruments in the market and also
recognize the Tevenue which we have been deferring.

Human collagen forms a very small part of our business, and sales of this product lme were $3 9
million in fiscal 2006, an increase of $0.5 million compared to the prior year..

Gross margin . e y

Overall gross margin (gross profit as a percentage of net sales) improved during fiscal 2006 to 66%, up
from 60% in fiscal 2005. Gross margin of 72% on traditional reagents for fiscal 2006 was higher.than the -
63% achieved in the prior year, primarily due to benefits from higher prices and manufacturing.
efficiencies. The gross margin on Capture products improved slightly to 81% from 80% achieved in the
prior year. In the case of instruments, comparing gross margin percentages from period to period can be
misleading because of the way revenue and cost for certain types of instrument sales are recorded. Where
sales contracts have price guarantee clauses, instrument costs are expensed when the sale is made, but the
related revenue is deferred and recorded as income over the term of the agreement. For fiscal 2006, the
gross margin on instruments was a negative 20% and for fiscal 2005 it was a negative 5%. In fiscal 2006, we
recorded more cost from sales of instruments but the growth in reveniue recognized was at a slower rate.
This resulted in negative gross margin increasing to 20% from 5% in fiscal 2005. The gross margin on
human collagen sales was 32% in fiscal 2006 compared to 38% in fiscal 2005 due to an increase in costs.

Operating expenses

4

Research and development expenses were $4.6 million for fiscal 2006, $0.2 million higher than those
recorded in the prior fiscal year. As we reached the final phase of the development of the Galileo Echo™
the new third generation instrument targeted for the small- to medium-sized hospital market, the spending
on this project decreased to $0.8 million in fiscal 2006 from $1.6 million spent in fiscal 2005. Cost incurred
on other projects accounted for a net increase of $0.2 million in the research and de\'fe'lopment expenses
for fiscal 2006 compared to fiscal 2005. ' o '

Sellmg and marketing expenses increased by approximately $2.6 mlll:on to $20.9 million, or 15% over
the prior fiscal vear. The Japanese affiliate, which was acquired in the first quarter of flSCﬁl 2006, added
$3.1 million to selling and marketing expenses in the current fiscal year.
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Distribution expenses for fiscal 2006 were $8.0 million which'was marginally less than the amount
incurred.in the prior fiscal year. The Japanese affiliate adclcd $0.2 million to distribution expenses in the
current fiscal year. ' o '

General and administrative expenses in fiscal 2006 rose $3.4 million, or 18%, to $22.0 million over
fiscal 2005. The increase was attributable primarily to Sarbanes-Oxtey compliance ($2.3 million), hiring of
new personnel ($0.7 million) and severance cost ($0.4 million). The Japanese affiliate added $0.9 million to
general and administration expenses in the current fiscal year.

Our decision to consolidate our manufacturing operations in Norcross, Georgia resulted in
restructuring charges of $2.7 million in the fiscal year 2006. Of the total charge of $2.7 million, $2.3 million
was for the impairment of long-lived assets at the Houston, Texas facility. There were no significant
changes in the third and fourth quarters of fiscal 2006 to the total estimated cost and initial charges
recorded in the second quarter of fiscal 2006. No restructuring charges wére recorded in fiscal year 2005.

Income taxes

The provision for income taxes rose $9.2 million in fiscal 2006 from the prior vear, primarily due to
higher pre-tax income with the overall effective tax rate for fiscal 2006 and 2005 remaining at 37%.
Deferred tax assets pertaining to operating loss carry-forwards increased by dpprommateiy $2.8 million, of
which approximately $1.9 million related to our foreign affiliates (a major portion of it relating to the 2003
European restructure and to the operating loss incurred by the Japanese affiliate acquired in fiscal 2006)
and approximately $0.9 million was for state'operating losses relating to “unwinding” of the state and local
tax structure implemented in 2003. It is more likely than not that these tax losses will not be utilized and as
a result we have recorded deferred tax valuation allowances against these assets. This is reflected in an
increase in the deferred tax valuation allowances of $2.8 million.

AS a result of utilizing compensation cost deductions arising from the exercise of nonqualified
cmployee stock options for federal and state income tax purposes, we realized income tax benefits of
approximately $6.4 million in fiscal 2006 and fiscal 2005. As required by U.S. generally accepted
accounting principles, these income tax benefits are recognized in our financial statements as additions to
additional paid-in capital rather than as reductions of the respective income tax provisions in the
consolidated income statement because the related compensation deductions are not recognized as
compensation expense for financial reporting purposes. Our income tax liability is reduced by these
amounts. :

Companson of Years Ended May 31, 2005 ana’ May 31, 2004 I ' o

Year ended May 31,

2005 2004 % change
(in thousands)
Net Sales .o it e e e i e inniannns $144,786  $112,558 29%
Grossprofit. . ... 87,245 62,070 41%
Gross profitpercentage. ............. ... 60% 55% 9%
Rescarch and development .......... SR 4,463 3,749 19%
Selling and marketing ....................... 18,228 16,182 13%
Distribution. ............ .. ...l " 8,044 8,499 5%
General and administrative ............, e 18,559 11,569 o0%
Amortization expense and other.............. 699 369 89%
Total operating expenses .........oevvennn.. 49993 ' 40,368 24%
- Otherincome (loss)..............coooiininnt 729 (1,438) n/m
. Income before incometax ..................... 37,981 20,264 87%
Provision forincome tax........ocoivvininion. 14,071 7,726 82%
Netincome .......ccovvenen.. U $ 23,910 $ 12,538 91%
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Net sales T . . . .

Reagent revenues grew to $128.8 million compared to $102.3 million in the prior ycar a 26% increase.
The growth in reagent revenues occurred as a result of traditional reagent pnce increases in North
America, which contributed $15.9 million to the increase, and volume and price increases in proprietary
Capture products. Capture product sales were $29.6 million versus $21.9 million in fiscal 2004. Human
collagen sales were $3.5 million versus $0.5 million in fiscal 2004, as the first shipment of collagen did not -
occur until May 2004. Sales of instruments were $12.5 million in fiscal 2005, compared to $9.8 million in
fiscal 2004. Instrument revenues grew in part due to higher service contract revenue as a result of new
placements under service contracts, as well as increases in service contract pricing. -

. : [ L L 2 . . -

Gross margin . : : . . Do o

The gross margin (gross profit as a percentage of sales) on traditional reagents for the year ended
May 31, 2005 benefited from the price increases discussed above, increasing to 63% for fiscal 2005 from
56% for fiscal 2004. The benefit of the prices increases was partially offset by higher regulatory costs in the
first quarter of fiscal 2005 to support CE-marking in Europe. The gross margin on Capture products was
809 for fiscal 2005, compared with 74% for fiscal 2004. Capture gross margin was favorably impacted by a
changeover from selling the products in kits to selling the individual components—an operational change
which resulted in increases in both volume and price. The gross margin on human collagen sales was 38%
for fiscal 2005, compared with 21% for fiscal 2004. This improvement was due in part to a fourth quarter -
fiscal 2005 adjustment totaling approximately $0.2 million regarding previously invoiced shipments for -
which quantity discounts were not earned. The gross margin on instruments, including the impact of the
cost of providing service was a negative 5% for fiscal 2005, compared to a positive 3% for fiscal 2004. In
the quarter ended February 28, 2005, the Company also changed how it was accounting for the costs of
instruments under third-party leasing arrangements and, as a result, recorded additional cost of sales of
approximately $327,000. : ,

Operating expenses

Research and development expenses were $4.5 million for fiscal 2005, $0.7 million higher than those
recorded in the prior fiscal year. Spending on the development of the Galileo Echo™ was $1.6 million and
$0.8 million in fiscal 2005 and 2004, respectively.

Selling and marketing expenses increased $2.0 million over the prior fiscal year, but decreased as a
percentage of sales. This decrease as a percentage of sales was due primarily to hlgher penod over-period
sules as discussed more fully above.

Distribution expenses for fiscal 2005 decreased by $0.5 million from those recorded in the prior year
period. This reduction was due primarily to the consolidation of the Houston facility shipping function into
the Norcross facility, a process which was begun during the fourth quarter of fiscal 2004 and completed in
the first quarter of fiscal 2005.

General and administrative expenses in fiscal 2005 rose $7.0 million over fiscal 2004. The increase was
attributable primarily to higher legal fees due mainly to the Italian investigation as weli as higher audit and
tax fees, due in part to the Sarbanes-Oxley Section 404 internal control assessment.

Orther income (expense)

Interest expense decreased $0.2 million in fiscal 2005 primarily as a result of reduced levels of long-
term debt. Other income, net, for fiscal year 2005, primarily reflects a $0.5 million gain on the sale of the
Company’s long-term investment in Lionheart Technologies, Inc. in November 2004, as well as a net gain
on foreign currency transactions. These gains were partially offset by a $0.2 million charge representing a
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legal settlement agreed upon in December 2004 regarding a pre-existing claim and a $0.3 million charge
associated with the buyout of a distribution agreement in the first quarter of fiscal 2005. Other (expense)
income, net, for fiscal 2004, reflects a charge of $0.9 million in the third quarter of fiscal 2004 to write-off
unamortized deferred financing charges related to the Company’s previous credit facility.

lncome taxes

“The provision for income taxes rose $6. 3 ml]llOl’l in fiscal 2005.from the prior year, pnmarlly due to
higher pre-tax income. State tax rates are estimated to be higher as the Company refines its state tax
structure, The increase in the provision for the year was partially offset by a benefit for a research and
development tax credit for the current fiscal year as well as the prior three fiscal years. This credit totaled
approximately $622,000, on which the Company provided a 30% reserve based on historical settlement
claims of similar cases with the Internal Revenue Service.

quundlty and Capltal Resources’

QOur principal sources of liquidity are cash on hand and cash from operations. We have adequate
working capital and sources of capital to carry on our current business and to meet our existing capital
requirements. At May 31, 2006, we had working capital of $92.9 million, compared to $70.9 million of .
working capital at May 31, 2005. The following chart shows the cash flows provided by or used in
operating, investing and financing activities for fiscal years 2006, 2005 and 2004 as well as the effect of
exchange rates on cash and cash equivalents for those same years: :

For the year ended May 31,

. 2006 2003 2004

' : . : ' (in thousands)
Net cash provided by operating activities. . ............... $ 62,716 . $ 41486. $ 22,600
Net cash used in investing activities. ................... . (14,620) (7,116) (7,106)
Net cash used in financing activities .................. ... (31,045) (12,412) (11,265)
Effect of exchange rate changes on cash and cash :

equivalents. ....... ... .. o oo e (55) (547} 225
Increase in cash and cash equivalents.................... $ 16996 §$ 21411 § 4514

Our cash and cash equivalents were $54.1 million at May 31, 2006, as compared to $37.1 million at
May 31, 2005. In fiscal 2006, we paid $4.7 million for the purchase of Immucor-Kainos, repaid $8.1 million
of long-term debt and capital leases and spent $24.8 million to repurchase shares of our common stock
under the stock repurchase ptan. These significant and non-recurring payments were more than
compensated for by $62.7 million in cash generated through operating activities for fiscal 2006, resulting in
net improvement of $17.0 million in cash and cash equivalents balances.

As of May 31, 2005, the Company’s cash and cash equivalents balances totaled $37.1 million, an
increase of $21.4 million over fiscal 2004. These increases were driven by higher net cash provided by
operating activities. Net cash provided by operating activities totaled approximately $41.5 million and
$22.7 million for the fiscal years 2005 and 2004, respectively. :

Operating activities—Net cash generated by opérating activities was $62.7 million for the year ended
May 31, 2006, a $21.2 million increase over the $41.5 million generated in the year ended May 31, 2005.
This increase was primarily driven by a $17.7 million, or 54%, increase in net income, adjusted for non-
cash income statement items, in fiscal 2006 compared to fiscal 2005. Positive movement in certain
components of working capital further improved the cash generated from operating activities; significantly,
an increase in deferred revenue contributed $8.6 million of cash in fiscal 2006 compared to $5.8 million in
fiscal 2005. A significant portion of our instrument sales revenue is deferred and, as of May 31, 2006, we
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had approximately $16.1 million of deferred revenues compared to $7.6 million at May 31, 2005. Cash from
operating activities is affected by the level of instrument sales activity for which revenue is deferred. A
srgnlflcant increase in instrument sales with deferred revenue tends to have a positive effect on the cash
position even though revenue is not recorded in the same accounting perlod and a 51gn1flcant decrease in
such sales would have the opposite effect on the cash position. Another major factor in the increase in cash
generated from operating activities was the 1mproved management of inventory, accounts receivable and
accounts payable; additional capital required for these components of working cap1tal during flscal 2006
was $2.2 million compared to $10.9 million increase in fiscal 2005. :

Investing activities—In fiscal 2006, $14.6 million of cash was used in investing activities prlmarlly for
the acquisition of Immucor-Kainos, Inc. ($4.7 million) and capital expenditures ($10.8 million). The '
$10.8 million in capital expenditures for fiscal 2006 consisted primarily of $1.5 million for instruments used
for demonstration purposes or placed at customer sites on reagent rental agreements, $7.3 million for
building, machinery and equipment and furniture additions and upgrades, and $2.0 million for computer '
hardware and software enhancements and replacements. Planned capital expenditures for fiscal 2007 total
approximately $13.5 million, mcludlng approxnmateiy $4 1 million for upgrades of manufacturing, quallty
and support systems, approxrmately $3.7 million for mstruments approximately $2.5 million for building
renovations, and approximately $3.2 million in computer hardware and software expenditures for ;
infrastructure upgrades. ‘

In fiscal 2005, $7.1 million of cash was used in investing activitics consisting prifarily of capital
expenditures totaling $6.6 million and investments in marketable debt securities totaling $2.0 million,
partially offset by $1.3 million in proceeds from the sale of our long—term investment in Llonheart
Technologies, Inc. The $6.6 million in capital expenditures for the year ended May 31, 2005 consusted
primarily of $2.8 million for i mstruments $1.9 million for machinery and equipment upgrades for use
primarily at the Company’s Norcross facility, and $1.1 lTlllllOl'l‘fOI computer hardware and software
enhancements of the enterprise software system. ‘ '

Financing activities—Net cash used in financing activities totaled approximately $31.0 million and
$12.4 million in fiscal 2006 and fiscal 2005, respectively. In fiscal 2006, we utilized $24.8 million to
repurchase shares of our common stock, compared to $8.0 million we spent in fiscal 2005, We had a cash
outlay of $8.1 million in fiscal 2006 to pay off all of our long-term debt and capital leases. In fiscal 2005, we
repaid $5.8 million of our long-term debt. Our cash position and cash generated by operations allowed us
to repay all capital lease obligations and Iong—term borrowings from financial institutions. We received
$2.1 million and $1.6 I'I‘llll!OIl from the exercrse of employee stock options in fiscal 2006 and 2005;
respectively.

Stock Repurchase Program ~

During the year ended May 31, 2006, we repurchased 1, ,580,100 shares at an average share price of
- $15.69. During the fiscal year ended May 31, 2006, the total amount spent for the shares bought under this
program amounted to $24.8 million, compared to $8.0 million spent during the fiscal year ended May 31,
2005. An aggregate of 1,424,025 shares were available for repurchase under the program as of May 31,
2006. c
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Contingencies S RN - . ,

We record contingent liabilities resulting from assertcd and unassertcd claims agamst us when itis
probable that a liability has been incurred ‘and the amount ‘of the loés is reasonably estimable. We disclose”
ontmgent liabilities, when there is a reasonable possibility that the ultimate loss will exceed the tecorded
liability. Estimating probable losses requires analysis of multlplc factors, in some’ cases including Judgments
about the potential actions of third-party ctaimants and courts Thcrcfore actual losses in any future
period are inherently uncertain. We currently are involved in certain legal ‘proceedings: We do not believe
these proceedings will have a material adverse effect on our consolidated financial position. It is possible,
however, that future results of operations for any particular quarterly or annual period could be materially
affected by changes in our assumptions or the effectiveness of our strategies related to these proceedings. -
Contingent liabilities are'described in Note 21 to the consolidated financial statements. - |
1 ' ., : d P - L H

Future Cash Reqmrements andResmcnons " N e R

In July 2005, we paid Kainos ¥459 million (approxnmately $4.1 million) in cdsh on signing of the -’
purchase dgreements and are required to pay an additional ¥300 million (approxnmately $2.7 million) over
three years with minimum payments of ¥125 million in each of the first two years and the remaining ¥50
miilion in the third year. As of May 31,2006, we have paid ¥106 million of this liability. In addition, a final
payment of ¥441 million will be made after a three-year transition period ending on June 30 2008, 0t '
earlicr upon mutual agreement. . _ A o P

We expect that cash and cash equwalents and cash flows from opcratlons will be sifficient to support
operations and planned capital expenditures for the next 12 months. We have no long-term debt except the
acquisition liability for the purchase of Immucor-Kainos. There are no restrictions on our foreign’
subsidiaries in the matter of sending dividends, or making loans or advances to the parent company.
Contractual obligations and commercial commitments, prlmarlly for thc ncxt fwe years are detanled in the
table below:

AU : Lo o - . s L
Contractual Obligations and Commercial Commitments . . e

Lot .o Vo
Payments Due by Period

Contractual Obligatibns ‘ ' ' Total Léss thon L'year  1-3years ' _4-5 years "~ Afiter 5 years
j : . ; . PO \ [ " . (in thousands} | ,
Long-Term Debt and Lines of Credit . .. .. 5 — $ - &5 - $ - % —
Capital Lease Obligations. . ... ........ e — . C— —n = e, —
Operating Leases ................oo.... 13,034 1,942 3,319 1,954 | 5,809
Purchase Obligations(1l} ................ 17,384 14,229 3,155 — —
Other Long-Term Obligations(2) ........ 5,055 1,074 3,981 L - —_
Total Contractual Cash Obligations .. .... $35,473 $17,245 $10,455 $1,964 $5.809

(1) Includes outstanding purchase commitments and commitments to Celliance, Ltd. and Bio-Tek
Instruments, Inc. as more fully discussed in Note 21 to the consolidated financial statements.

(2) Represents Japan acquisition liability.

Off-Balance Sheet Arrangements

The Company has no off-balance sheet financial arrangements as of May 31, 2006.
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Critical Accounting Policies I S et SR
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- We have 1dentlf1ed the policies below as critical to our busmess operat1ons and the understandlng of

our results of operations. The impact and any associated risks related to these policies on our business
operations are discussed throughout Management’s Discussion and Analysis of Financial Condition and
Results of Operations where such policies affect our reported and expécted findncial results. For a detailed
discussion on the application of these and other accounting policies, see Note 1 to the consolidated
financial statements in Item 8 of this Annual Report on Form 10-K. Note that our preparation of this
Annual Report on Form 10-K requires us to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent-assets and liabilities.at the date of our;
financial statements, and the reported amounts of revenue and expenses during the reporting petiod.
Actual results could differ from those estimates, and certain assumptions could prove to be incorrect. .
Senior.management has dlscussed the development and selection of critical accounting estimates and the
related Management’s Dlscussmn and Analysrs of Fmanc1al Condltlon and Results of Opcratlons :
dlsclosure wnth the Aud1t Commlttee of the Company ] Board of Dlrectors " T

T ' e of o - [
y . . . v e, N L v d

f . -
LN i E DU ¥ P

Revenue Recogmrzon U

We recognize revenue when the followmg four basic criteria have been met: (1) persuaswe ev1dencc ,
of an arrangement exists; (2) delivery has occurred or services rendered; (3).the fee is fixedand . +
determinable; and (4} collectibility is reasonably assured, Should changes in conditions cause management
to determine these criteria are not met for certain future transactions, revenue recognized for any. |
reporting period could be adversely affected.

. Reagent sales

" Revenue from the sale of our reagents to cnd users lS recogmzed upon shtpment when both title _
‘and risk of loss transfer to the customer upon shipment, unless there are specific contractual ferms:
to the contrary ‘Revenue from the’ sale of our reagents to dlstnbutors 15 recogmzcd FOB customs
clearance when both title and rlsk of loss transfer to the customer !

7 Vo ' Lo . ' .

r

. Medrcalmstmmen!sal’es ) : . U ST T

Revenue from thé salé of our medical mstruments 1s generally recogmzed upon shipment and
complenon of contracfual obhganons Revenue from rentals of our med1cal instruments is

- ‘recognized over the térm of the rental agreement lnstrument service contract revenue is’
recogmzed over the term of the contract. ! '

o + e

e - e
) Pl ' ' . ' '

Begmmng in, 1 the second quarter of flscal -year 2004, we recognize revenue on the sale of medical
instruments in accordance with Emerging Issues Task Force (“EITF™) Issue No. 00-21, Accounting
for Revenue Arrangements with Multiple Deliverables. Our medical instrument salcs contracts involve
~multiple deliverables, including the sale or rental of an instrument (including delivery, installation

. and training), the servicing of the instrument during the first year, and, in some cases, price
guarantees for, consumables purchased dunng the contract period and/or prowdmg a software’
* interface. We have determined the fair value of certain of these elements, such'as'training and first
year service. The portion of the instrument sales price applicable to the instrument itself is’

.+ » . recognized upon shipment and complction of contractual obligations relating to training-and/or

ingtallation based on the rélated contractual specifications. If the agreement does not include any .
+price guarantees, the sales price in excess of the fair values of training and-service is allocated to the

+ instrument itself. The fair value of a training session is recognized as revenue when services are, ,
provided. If multiple sessions are contractually provided for, and not all training has been. «
completed at the time the instrument is recognized, additional training revenue is recognized upon
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delivery. The fair value of first year service is deferred and recognized over the first year of the
contract. If the agreement contains price guarantees, the entire sales price is deferred and
recognized over the related guarantee period due to the fair value of the price guarantee not being
determinable at that time. The allocation of the total consideration received, whitch is based on the
estimated fair value of the units of accounting, requires judgment by management.

_® Sales subject 10 a plan of factoring ' ) T

Sales subject to a plan of factoring are recorded at net realizable value (defined as gross sales less
the anriual estimated cost of factoring the sale). Should the factored sale remain uncollected by the
factor at the end of one year, an estimate of the additional factoring discount is made and recorded
monthly as an addltlonal reduction of sales revenue. ‘

Trade Accounts Receivables and Alfowance for Doubtfu[ Accounts .o

Trade receivables at May 31, 2006 totaling $37.2 mllllon and at May 31, 2005 totahng $34.6 million,
are net of allowances for doubtful accounts of $2. 0 million and $1.9 million, respectively. The allowance for
doubtful accounts represents a reserve for estimated losses resulting from the inability of our customers to
pay their debts. The collectibility of trade receivable balances is regularly evaluated based on a
combination of factors such as customer credit-worthiness, past transaction history with the customer,
current economic industry trends and changes in customer payment patterns. If it is determined that a
customer will be unable to fully meet its financial obligation, such as in the case of a bankruptcy filing or
other material events impacting its business, a specific aliowance for doubtful accounts is recorded to
reduce the related receivable to the amount expected to be recovered.

Inventory

Inventories are stated at the lower of cost (first-in, first-out basis) or market (net realizable vatue).
Cost includes material, labor and manufacturing overhead. We use a standard cost system as a tool to
monitor productlon efﬁCIency The standard cost system applies estimated labor and manufacturing
overhead factors to inventory based on budgeted production and efficiency levels, staffing levels and costs
of operation, based on the experience and judgment of management. Actual costs and productlon levels
may vary from the standard established and such variances are charged to the consolidated statement of
income as a component of cost of sales. Since U.S. generally accepted accounting principles require that
the standard cost approximate actual cost, periodic ad_]ustments are made to the standard rates to
approximate actual costs. The provision for obsolete and/or excess inventory is reviewed on a quarterly
basis or, if warranted by circumstances, more frequently. In evaluating this reserve, management considers
technology changes, competition, customer demand, product shelf life and manufacturing quality. No
material changes have been made to the inventory policy during fiscal 2006 2005 or 2004.

Goodwdl

~ On adoption of SFAS No. 142, Goodwill and Other Intangible Assets, goodwill and indefinite lived
intangible assets are no longer amortized but are tested for impairment annually or more frequently if
impairment indicators arise. Intanglble assets that have finite'lives are continuing to be amortized over
their useful lives.

We evaluate the carrying value of goodwill during the fourth quarter of each year and between annual
evaluations if events occur or circumstances change that would more likely than not reduce the fair value
of the reporting unit below its carrying amount. Such circumstances could include, but are not limited to:
(1) a significant adverse change in legal factors or in business climate, (2) unanticipated competition, or
(3) an adverse action or assessment by a régulator. When evaluating whether goodwill is impaired, we
compare the fair value of the reporting unit to which the goodwill is assigned to the reporting unit’s
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carrying amount, including goodwill. The fair value of the reporting unit is estimated using primarily the
income, or discounted cash flows, approach. If the carrying amount of a reporting unit exceeds its fair
value, then the amount of the impairment loss must be measured. The impairment loss would be calculated
by comparing the implied fair value of reporting unit goodwill to its carrying amount. In calculating the
implied fair value of reporting unit goodwill, the fair value of the reporting unit is allocated to all of the
other assets and liabilities of that unit based on their fair values. The excess of the fair value of a reporting
unit over the amount assigned to its other. assets and liabilities is the implied fair value of goodwill. An
impairment loss would be recognized when the carrying amount of goodwill exceeds its implied fair value. -
QOur evaluation of goodwill completed during the year resulted in no impairment losses. ,

4

Income Taxes

QOur income tax policy records the estimated future tax effects of temporary differences between the
tax bases of assets and liabilities and amounts reported in the accompanying consolidated balance sheets,
as well as.operating loss and tax credit carry-forwards. The value of our deferred tax assets assumes that we
will be able to generate sufficient future taxable income in certain tax jurisdictions, based on estimates and
assumptions. If these estimates and related assumptions change in the future, we may be required to~
record additional valuation allowances against our deferred tax assets resulting in additional income tax - -
expense in our consolidated statements of income. In assessing the realizability of deferred tax assets, we
consider whether it is more likely than not that some portion or all of the deferred tax assets will not be
realized and consider the scheduled reversal of deferred tax liabilities, projected future taxable income,
carry-back opportunities, and tax-planning strategies in making this assessment. We also evaluate the
realizability of the deferred tax assets and assess the need for additional valuation allowances quarterly. No
material changes have been made to the income tax policy during fiscal 2006. See Note 15 to the |
consolidated financial statements. :

Srock-based Employee Compensation N “

For the fiscal year ended May 31, 2006 and prior periods, wé accounted for stock option grants in
accordance with APB Opinion No. 25, Accounting for Stock Issued to Employees, and accordingly did not
recognize compensation expense for the stock option grants. We usually granted stock options for a fixed
number of shares to employees with an exercise price equal to the fair value of the shares at the date of the
grant. However, beginning in fiscal 2005, we began awarding grants to eligible new hires with the
respective exercise price equal to the closing price on the business day immediately prior to the grant date;
therefore in these cases, the exercise price may be higher or lower than the fair value of the shares at the
date of grant. Management has determined that the aggregate difference between the grant date fair
values and the exercise prices for grants awarded to new hires is not material (approximately $12,000 in .
total for the grants issued below market price in fiscal 2006), and accordingly has not included any such
compensation cost related to these grants in the Company’s results of operations. Under our 2005 Long--
Term Incentive Plan, options are granted to eligible new hires with an exercise price equal to the closmg
price of the first day of employment.

We adopted SFAS No. 148 Accounrmg for Stock-based Compensation—Transition and Disclosure—an
amendment of FASB Statement No. 123 in the period ended May 31, 2003, This Statement provides '
alternative methods of transition for a voluntary change to the fair value based method of accounting for
stock-based employee compensation. In addition, this Statement amends the disclosure requirements of
Statement 123 to require prominent disclosures in both annual and interim financial statements about the
method of accounting for stock-based employee compensation and the effect of the method used on
reported results. See Note 1 to the consolidated financial statements.

In December 2004, the FASB issued Statement No. 123 (revised 2004) Share-bsed Payment which is
a revision of FASB Statement No. 123, Accounting for Stock-based Compensation (“Statement 123(R)”).
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Generally, the approach in Statement 123(R) is similar to the approach described in Statement 123.
However, Statement 123(R) requires all share-based payments to employees, including grants of employee
stock options, to be recognized in the statement of income based on their fair values. Pro forma disclosure
is no longer an alternative. Alternative phase-in methods are allowed under Statement No. 123(R). We
adopted Statement No. 123(R) effective June 1, 2006 using the “modified-prospective method” which.
requires that compensation expense be recognized beginning with the effective date,-based on the
requirements of this statement, for all share-based payments granted after the effective date, and based on
the requirements of SFAS 123, for all awards granted to employees prior to the effective date of this-
staternent that remain unvested on the effective date. We will continue to apply the Black-Scholes
valuation model in determining the fair value of share-based payments to employees, which will then be
amortized on a straight-line basis.

Accordingly, the adoption of Statement No. 123(R)’s fair value method will negatively impact our
results of operations. The impact of adoption of Statement No. 123(R) cannot be quantified at this time
because it will depend on the level of share-based payments granted in the future, expected volatilities and
expected useful lives, among other factors, present at the grant date. Howéver, had Statement
No. 123(R) been effective in prior periods, the impact of that standard would have approximated the
impact of Statement No. 123 as described in our disclosure of pro forma net income and net income per
share in Note 1'to our 2006 consolidated financial statements included in Item 8 of this Form 10-K. As of
June 1, 2006, the unrecognized compensation expense associated with the remaining portion of the
unvested outstanding awards is $4.5 million ($2.9 million, net of tax}. Statement No. 123(R) also requires - -
the benefit of tax deductions in excess of recognized compensation cost to be reported as a financing cash
flow, rather than as an operating cash flow as required under currently effective accounting literature. This
requirement will reduce net operating cash flows and increase net financing cash flows in periods after
adoption of Statement No. 123(R). While we cannot estimate what those amounts will be in the future
{because they depend on, among other things, when employees exercise stock options}, the amount of
operating cash flows recognized in prior periods for such excess tax deductions was $6.4 million in fiscal -
2006 and fiscal 2005, and $3.6 million in fiscal 2004.

Impact of Recently Issued Accounting Standards

SFAS No. 15]1—In November 2004, the FASB issued Statement No. 151, Inventory Costs—an .
amendment of ARB No. 43, Chapter 4 (“*SFAS No. 151”). SFAS No. 151 amends the guidance in ARB
No. 43, Chapter 4, “Inventory Pricing,” to clarify the accounting for abnormal amounts of idle facility
expense, freight, handling costs, and wasted material (spoilage). Paragraph 5 of ARB 43, Chapter 4,
previously stated that “. . . under some circumstances, items such as idle facility expense, excessive spoilage,
double freight, and rehandling costs may be so abnormal as to require treatment as current period
charges. ..”. SFAS No. 151 requires that those items be recognized as current-period charges regardless of
whether they meet the criterion of “so abnormal.” In addition, this Statement requires that allocation of
fixed production overheads to the costs of conversion be based on the normal capacity of the production
facilities. This new standard is effective for inventory costs incurred during fiscal years beginning after
June 15, 2005. Earlier application is permitted for inventory costs incurred during fiscal years beginning
after November 23, 2004. Our adoption of the standard in the fiscal year beginning June 1, 2000 is not
likely to have a significant impact on our financial statements,

SFAS No. 123R—In December 2004, the FASB issued Statement No. 123 (revised 2004), Share-based
Payment, which is a revision of FASB Statement No. 123, Accounting for Stock-based Compensation.
Generally, the approach in Statement 123(R) is similar to the approach described in Statement 123.
However, Statement 123(R) requires all share-based payments to employees, including grants of employee
stock options, to be recognized in the statement of income based on their fair values. Pro forma disclosure
is no longer an alternative. Alternative phase-in methods are allowed under Statement No. 123(R). We
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adopted Statement No. 123(R) effective June 1, 2006 using the “modified-prospective method” which
requires that compensation expense be recognized beginning with the-effective date, based on the |
requirements of this statement, for all share-based payments granted after the effective date, and based on
the requirements of SFAS 123, for all awards granted to employees prior to the effective date of this
statement that remain unvested on the effective date. As permitted by Statement No. 123, for perlods prior
to June 1,2006, we accounted for share-based payments to employees using Opinion No. 25’ intrinsic ...
value method and, as such, generally recognized no compensation cost for the granting of employee stock :
options,.except as disclosed in Note 1to our 2006 consolidated financial statements contained in Item 8 of -
this Form 10-K. Accordingly, the adoption of Statement No. 123(R)’s fair value method will negatively
impact our statements of operations. The impact of adoption of Statement No. 123(R) cannot be - ‘
quantified at this time because it will depend on the level of share-based payments granted in the future, .
expected volatilities and expected useful lives, among other factors, present at the grant date. However, .-
had Statement No. 123(R) been effective in prior periods, the impact of that standard would have .
approximated the impact of Statement No. 123 as described in our disclosure-of pro forma net income and
net income per share in Note 1 to our 2006 consolidated financial statements included in Item 8 of this
Form 10-K. As of June 1, 2006, the unrecogmzed compensation expense associated with the remaining
portion of the unvested outstanding awards is $4.5 million ($2 9 mitlion, net of tax) Statement

No. 123(R) also requires the benefit of tax deductions in excess of recogmzed compensatlon cost to be’
reported as a financing cash ﬂow rather than as an operatmg cash flow as requ1red under currently
effective accounting literature. This requirement will reduce net operating cash flows and increase net
financing cash flows in periods after adoption of Statement NO 123(R). Whlle we cannot estimate what
those amounts will be in the future (becausé they depend on, among other things, when employees exercise
stock options), the amount of operating cash flows recognized in prior periods for such excess tax
deductions was $6.4 million in fiscal 2006 and fiscal 2005, arid $3.6 milliof’ in fiscal 2004, .

SFAS No. 154—In May 2003, the FASB issued Statement No. 154, Accounting Changes and Error
Corrections (“SFAS No. 1547); which replaces Accounting Principles Board Opinions No. 20, Accounting
Changes, and SFAS No. 3, Reporting Accounting Changes in Interim Financial Statements-An Amendment of
APB Opinion No. 28. SFAS No. 154 provides guidance on the accounting for and reporting of accounting
changes and error corrections. It establishes retrospective application, or the latest practicable date, as the
required method for reporting a change in accounting principle and the reporting of a correction of an
error. SFAS No. 154 is effective for accounting changes and corrections of errors made in fiscal years
beginning after December 15, 2005. Our adoptlon of the standard in the fiscal year beginnirig June 1, 2006
is not likely to have a significant impact on-our-financial statements. .

t

Item 7A. —Quanlitati\;e and Qualitative Disclosures about Market Risk.

We are exposed to market risks for foreign currency exchange rates and to a lesser extent for interest
rates that could adversely impact our results of operations and financial condition. We have repaid all of
our interest-bearing debts during fiscal 2006 and interest rate risk applies only to our cash and short-term
investment portfolio. To manage the volatility related to these typical business exposures, we may enter
into various derivative transactions when appropriate. We do not hold or issue derivative instruments for
trading or other speculative purposes. We are not currently subject to significant market risks for
commodity prices or other relevant market price risks.

Foreign Currency Risk.  Operating income generated outside the United States as a percentage of
total operating income was 10% in 2006, 15% in 2005 and 5% in 2004, Fluctuations in foreign exchange
rates, principally with the U.S. Dollar versus the Euro, Canadian Dollar and Japanese Yen, could impact
our operating results. It has not been the Company’s practice to actively hedge its foreign subsidiaries’
assets or liabilities denominated in local currency. During fiscal year ended May 31, 2006, the Company’s
exposure to foreign currency exchange risk increased slightly with the purchase of Immucor-Kainos, Inc.,
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the Company’s new subsidiary which had financial instruments of approximately $3.2 million at May 31,
2006. Also, future payment obligations totaling $5.1 million related to the acquisition of Immucor-Kainos
are denominated in Japanese Yen, and are therefore subject to foreign currency exchange risk. In 2006,
2005, and 2004, the Company recorded net foreign currency transaction gains of approximately $1,000,
$0.5 million and $0.5 million, respectively; and foreign currency translation gains of $2.3 million,

$0.6 million and $0.4 million, respectively. In fiscal 2006, a 5% decrease compared to fiscal 2005 in the
U.S.-Euro weighted average exchange rate decreased net sales and net income by approximately

$1.8 million and $0.1 million, respectively. A 10% change in the year-to-date weighted average Euro
exchange rate would have had the effect of increasing or decreasing net sales and net income by
approximately $3.6 million and $0.2 million, respectively. In case of U.S.-Canadian Dollar, a 7% increase
in fisca) 2006 compared to fiscal 2005 in the weighted average exchange rate increased net sales and net
income by dp'proximately $0.7 million and $0.2 million, respectively. A 109 change in the year-to-date
weighted average Canadian Dollar exchange rate would have had the efféct of increasing or decreasmg net
sales and net income by approxn‘nately $1 0 million and $0.2 million, respectwely

+

Inierest Rate Risk. We place our cash, cash equivalents and marketable securities, which generaily
have a term of less than one year, with high-quality financial institutions and have investment guidelines
relative to diversification and maturities designed to maintain safety and liquidity. As of May 31, 2006, we
had cash, cash equivalents and marketable securities totaling $55.7 million, If, during fiscal 2006, average
short-term interest rates decréased by 1.0% from fiscal 2005 average rates, based on our quarterly average
balance of cash, cash equivalents and marketable securities, our projected interest income from short-term
investments would have decreased by approximately $0.6 million.

Item 8.—Financial Statéments and Supplementary Data.
A.  Financial Statements
The following consolidated financial statements of the Company are included under this item:

» Report of Ingiependent Registered Public Accounting Firm on Consolidated Financial
Statements

* Report of Ernst & Young LLP, Indepcndent Registered Pub]1c Accountmg Firm
' « Consolidated Balance Sheets, May 31, 2006 and 2005 _ '
¢ Consolidated Statements of Income for the Years Ended May 31, 2006, 2005 and 2004 ' -

¢ Consolidated Statements of Shareholders’ Equity for the Years Ended May 31, 2006, 2005 and
2004 '

» Consolidated Stafeménts of Cash Flows for the Years Ended May 31, 2006, 2005 and 2004
» Notes to Consolidated Financial Statements '

+ Consolidated Financial Statement Schedule
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors

Immucor, Inc. '

We have audited the accompanying consolidated balance sheet of Immucor, Inc. as of May 31, 2006,
and the related statements of income, shareholders’ eqmty and cash flows for the year then ended. These
financiat statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the stahdards of the Public Company Accounting
Oversight Board (United States). Those standards requlre that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentatlon We believe that our -

audit provides a reasonable basis for our opinion. P
i

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Immucor, Inc. as of May 31, 2006, and the results of their operations and
their cash flows for the year then ended in conformity w1th accounting principles generally accepted in the
United States of America. |

Our audit was conducted for the purpose of formmg an oplmon on the basic financial statements -
taken as a whole. The Schedule II for the year ended May 31, 2006, is presented for purposes of additional
analysis and is not a required part of the basic financial statements. This schedule has been subjected to the
audttmg procedures applied in the audit of the basic consohdated financial statements dnd, in our opinion,
is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

We also have audited, in accordance with the star{dards of the Public Company Accounting Qversight
Board (United States), the effectiveness of Immucor, Inc.’s internal control over financial reporting as of
May 31, 2006, based on criteria established in Internal Control-Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (“COSQ”) and our report dated
July 28, 2006 expressed an unqualified opinion on management’s assessment of, and the effective
operation of, internal control over financial reporting.,

/s/ Grant Thornton LLP
Atlanta, Georgia
July 28, 2006




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To Board of Directors and Sharcholders P T NNT BRI
Immucor, Inc. o s

. We have audited the accompanying consolidated balance sheet of Immucor, Iné. and subsidiaries (the
“Company’’) as of May 31, 2005 and the related consolidated statements of income, shareholders’ equity, .
and cash flows for each of the two years in the period ended May 31; 2005. Our audits also included the
financial statement schedule listed in the Index at Item 15(a): These financial statements and schedule are *.
the responsibility of the Company’s management. Our respons:blllty is tO express an opinion on these
fmancml statements and schedule based on our audlts . -

[ER PR P ' ! I
-“We conducted our audits in accordance with the standards of thé Public Company Accountlng

Oversight Board (United States). Those standards require that we plan and pérform the audits to obtain” -
reasonable assurance about whether the financial statements are free of material misstatement: An audit -
includes examining; on a test basis, evidence supporting'the amounts and disclosures in the financial . ..
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall fmanCIal statement prescntatlon Wc bcllcve that our
audits provide a reasonable basis for our opmlon

' R N Y
+ In our opinion, the Company’s consolidated financial statements referred to above present falrly, in a]I
material respects, its consolidated financial position as of May 31, 2005 and the consolidated results of its
operations and its cash flows for each of the two years in the penod ended May 31, 2005, in conformity
with U.S. generally accepted accountmg prmc1ple'; Also, in our opmlon the related financial statement
schedu]e when considered in relatlon to the basic fmanc1al statemcnts taken as a whole prc‘;cnts fairly in’ .

all matcrlal re‘;pects the mformatton set forth therein.

1
. .
I B FU . a7 N

! : . .. P T A . . L
P . .*/s/Ernst & Young LLP . -
Atlanta, Georgia . o 2 SR - oL S,
September 13,2005 - . . B SRR .. : .

1 N 1 #
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A. Financial Statements. LR S SO S R T f.

'IMMUCOR, INC! AND SUBSIDIARIES
'CONSOLIDATED BALANCE SHEETS
{Amounts in thousands)

b “r May 31,2006  May 31, 2005
ASSETS SR I : i S A TR
CURRENT ASSETS: .~ .. | _ , o PRI PR
+Cash and cash CQUIVALERIES . .. ettt e $ 54, 103 . $ 37, 108 _
Short‘term investments .. .. .. PO e, e Lo P T 1 640 Y1973
Trade accounts receivable, net of allowance for doubtfui accounts of $1,950 at va P BT
_.rMay 31, 2006 and $1,874 at May 31, 2005. . . ... . B . . 37 199 .+ 34,630
TAVENTOTIES . - - - v e e et ee et ananneennns S b LoD 20810, 21,836
I‘Deferred mcorne lax assets, current portion......... L S 2,041 1,568
Prepald expenses and other current asscts . . . ... e _ 5,158 ' 3767
" Total curfent assets .. ... 5. .....: SR SN PSR edea o UIT1200792 1 1 TH00,882
PROPERTY AND EQUIPMENT Net........ e j ..................... . 25 684 ! ’)_22"),035
GOODWILL. ...\t ivveneianeelen, e o T3ae T 28,826
OTHER INTANGIBLE ASSETS, Net..:....ooe bz eTes32 1912
DEFERRED INCOME TAX ASSETS .. ............ s ey BUS 1845
OTHER ASSETS .. ........li e leen SRR R OSSP AR v/ SN W & B
Total BSSELS + v v v vt e e e e e e e e 3191687 ., $157,613-
LIABILITIES AND SHAREHOLDERS’ EQUITY' T ' """ : ' e Tt ,
CURRENT LIABILITIES: - Soom e
- Accounts payable . .... e e e - $ 7271 i § - 8,028
. Accrued expenses and othcr current Babilities. . ..o oo i e e s 9,470. 9,800
Income taxes payable ... .................... .. b e e e 5,519 3,448
Deferred revenue—current portion. .. ......... e NALPU SR B 4575 4 71 Soo4,04471
Current portion of long-term liabilities. .. ..............oiiiin 2oLt S1,0747 40 14,617
* Total current liabilities ... ........ s e L s 27 909.- 29,937
LONG-TERMDEBT ........0iiiierreinianiinnns L ' — 2,081 .
CAPITAL LEASE OBLIGATIONS . ................ L = "-kotg
ACQUISITION LIABILITY ....................... O -t 3980 T —
DEFERRED REVENUE:-........ ... o0 et U e, - 115000 e 0 3,515
DEFERRED INCOME TAX LIABILITIES ......... e 2,232 2,285
OTHER LONG-TERM LIABILITIES .............. ! ....................... 2,195 1,453
Total liabilities ..... ... ... .. .. ... i e 47,816 40,181
Commitments and contmgenmes (Note 21) |
SHAREHOLDERS’ EQUITY:
Common stock, $0.10 par value; authorized 120,000 shares, issued and
outstanding 67,926 and 68,288 shares at May 31, 2006 and May 31, 2005,
respectively ... 6,793 6,829
Additional paid-in capital ‘ ....................... 14,752 30,415
Retained @armings. . ..o urveetn et 119,700 79,857
Accumulated other comprehensive income ........ e 2,626 331
Total shareholders’ equity. . ... ..ot it e 143,871 117,432
Total liabilities and sharcholders’ equity ...... e $191,687 $157,613

t

|

The accompanying notes aré!an integral-part of these Consolidated Financial Statements.
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IMMUCOR, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Amounts in thousands, except per share data)

For the year ended May 31,
2006 2005 2004

NET SALES ... e e e $183,506 $144,786 $112,558
COSTOF SALES. ... e, 61,969 57,541 50,488
GROSS PROFIT ... e e 121,537 87,245 62,070
OPERATING EXPENSES: - :
Researchand development. . ........ ... .. ... .............. ' 4,623 4,463 3,749
'Selling andmarketing ... ... ... .. . e e 20,877 18,228 16,182
Distribution ... ... PR ' 8,004 8,044 8,499
General and administrative. . .............. A 21,963 18,559 11,569
Restructuring eXpenses .. ... oottt iiirerien e rarnnanaens 2,689 — —
Amortization expense and other .............................. ' 341 699 369
Total operating expenses. ....... e P 38,497 49,993 40,368
INCOME FROM OPERATIONS .......... e 63,040 37,252 21,702
OTHER INCOME (EXPENSE): - '
Interest inooOme . ... ... oo e e e 978 624 41
INterest EXpense ...ttt e e (516) - (662) (881)
Otherincome (1088} ... ...t . (342 767 {598)
CoTotalother. . .o e e . 120- . 729 (1,438)
INCOME BEFORE INCOMETAXES ...l - 63,160 37,981 20,264
PROVISIONFOR INCOMETAXES. .............ooiiiiienn .. 23,317 14,071 7,726
NETINCOME ...t $ 39,843 §$ 23910 § 12,538
Earnings per share:
Per common share—~basic...............coooien... e $ 059 § 035 $. 019
Per common share—diluted............... e $§ 056 $§ 034 § 018

The accompanying notes are an integral part.of these Consolidated Financial Statements.
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IMMUCOR, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY AND COMPREHENSIVE INCOME

(Amounts in thousands)

Accumulated
! Additional Other Total
Common Stock Paid-In Retained  Comprehensive Sharcholders’
Shares Amount Capital Earnings Income (Loss) Equity
BALANCE, MAY 31,2003 .............. 65,132 $6,512 § 24,539 § 43,426 $ (783) $ 73,694
Exercise of stock options. .. .............. 2,770 277 2,415 - — 2,692
Cash paid for fractional shares from stock < :
SPHE . oo (5 — — (8) — B
Tax benefits related to stock options and :
other ... — — 3,582 — — 3,582
Comprehensive income (net of taxes): o '
Foreign currency translation adjustments , — — — — 433 433
Hedge loss reclassified into earnings. ... . — — — - 21 21
NELINCOME .+ vt v e veeeaeeenannns . — — —. 12,538 — 12,538
Total comprehensive income . ............ . P 12,992
BALANCE, MAY 31,2004 .............. 67,897 |6,789 30,536 55,956 (329) 92,952
Exercise of stock options. . ............... 1,326 -} 133 1,425 — — 1,558
Expense recognized on options awarded. . .. — — 21 — — © 21
Cash paid for fractional shares from stock |
SPHE . ..o O, — — (% - 9)
Stock repurchases and retirements . ....... (934) | (93) (7,934) — — (8027
Tax benefits related to stock options and : .
Other ... ..o ii i - | — 6,367 — — 6,367
Comprehensive income (net of taxes): | :
Foreign currency translation adjustments . — . | — — - 639 639
Hedge loss reclassified into earnings . . . . . —— — — — 21 21
Net inCOMe. ... ..\ovvereenenennnn - | - — 23910 — 23,910
Total comprehensive income .. ........... I V. . 24,570
BALANCE, MAY 31,2005 .............. 68,288 i6,829 30,415 79,857 . . 331 . 117,432
Exercise of stock options. . ............... 1,218 122 1,953 . — — 2,075
Expense recognized on options awarded. . .. -, — 720 -— — 720
Cash paid for fractional shares from stock o
SPLE. .o — — (3 -— - (3}
Stock repurchases and retirements ..... ... (1,580) | (158)  (24,684) S — (24,842)
Tax benefits related to stock options and
other.............. SRR — 1 — 351 —~ — 6351
Comprehensive income (net of taxes): | _ ) . R
Foreign currency translation adjustments . _— - —_ — 2,285 2,285
Hedge loss reclassified into earnings . . . .. — — — R 10 10
Net income........ e — I = — 39,843 — 39,843
Total comprehensive income ............. . : 42,138
BALANCE, MAY 31,2006 .............. 67,926 $6,793 5 14,752 $119,700 52,626 $143,871

Accumulated Other Comprehensive Income-balance primarily consists of foreign currency translation
adjustments and has no tax effect. l . '

The accompanying notes are an integral part of these Consolidated Financial Statements.

43




IMMUCOR, INC. AND SUBSIDIARIES

v N T
(Amounts in thousands)
. For the year ended May 31,
s b _ St 2006 2005 2004
OPERATING ACTIVITIES e e . T
Netincome .................. S P, o e $ 39843 $ 23910 $ 12,538
AdjuSlmEnlS to reconcile net income to net cash provided by operating activities:
Deprccnauon AN AMOTUZALION L L vttt ettt et e e e e e e e e 6,929 7,442 6,440 -
Accretion of acquisition liabilities. .. ....... ... ... : - 168 - —

- Loss on retirement of fixed assets . ....... e e e 354 700 189
Lossonretirementofdebt ... . = — 924'r
Impairment of long lived assets. . ......... e e e 2,322 — . =

" Provision for doubtful 8CCOURLS. . .. v .\ vv e e ., 254 942 206
Gain on sale of long-term investment ... .........ooo e — (530) —
Compensation cxpense recognized forstockoptions . ............. ... ... Ll 720 21 —
Other. ... e N . - 369 -
Changes in operating assets and liabilities, net of cffects frem acquired company: : T

rAccounts receivable, trade. .. ..o oL oL e e AR (2,077)  (8,786)r  (491)
INCOmE taXES L . e e e e e e © 8,437 11,195 2,800
Deferred iRCOME tAXES. . . ...\ttt e e 2411y  (1,635) 1,199
L ) 1,044 {2,015) (3,323)
Other CUTTEMIASSEIS. . . . ..ottt et e e et e e e - (1,407) (706y 1,393
ORET B85ET8 .« .o oottt e e e e 9 (241) (508)°
Accounts payable. .. ..o Vo WU .. (1,107) (143) 161
" Deferred [EVENUE. . . . ot e e 1 8,623 5,768 936
Accrued expenses and other current liabilities ............. ... ... o o oL © 645 4,249 450 °
Other long-term liabilities . . ... ... .. . 370 946 (254)
Total adjustments. . ... ... . 22,873 17,576 ' 10,122
Cashprovidcdbyopcratingactivities.........................................‘.....:.. 62,716 41,486 22,660
INVESTING ACTIVITIES: - n
Purchases of property and equ1pmcm ............................................. (10,824)  (6,593) (7,106)

" Proceeds from sale of property and equipment. . ............ ... ... i — 28 o
Payment for nct assets of acquired company. .. ....... e (4,738) — - -
Profit realized during Japan acquisition negotiations. . ......... ... ... . ... ... 574 — —_

Surrender of life insurance policyforcash . ... ... . — . 110 —
Procceds from (purchase of) short-term investments, net. . ............................ 38 (L961) —
Proceeds from sale of long-term investments . ... .. ... i i — 1,300 —

Cash used in investing activities . ............. e e AR (14,620}  (7,116)  (7.106)
FINANCING ACTIVITIES: . ) .

- Repayments of line of credit agreements,met. .. ......... ... ... i L. {146) (152) 70
Borrowing of long-termdebt. . . ... .oi it — — 12,000
Repayments of long-term debt and capitalleases. . . ...............cooou.. RN N {8,129)  (5,805) " (26,473)
Repurchase of commOon SEOCK . ... o\ v v et et oot e {24,842) "' (8,028) -
Payment for fractional shares resulting from stocksplit. .........................., S A )] M) “(8)
Proceeds from exercise of stock options ... ... oo i 2,075 1,582 3,299
Paymentof debtissuecosts. ... L= — (153)

Cash used in financing activities. 7., .- ... o D (31,045) (12,412) (11,265)-
EFFECT OF EXCHANGE RATES ON CASH AND CASH EQUIVALENTS. ....... cereege e (55).0. (54Ty . 225
INCREASE IN CASH AND CASH EQUIVALENTS ................................... 16,996 21411 4,514
CASH AND CASH EQUIVALENTS AT BEGINNINGOFYEAR. ....................... 37,108 15697 ~ 11,183
CASH AND CASH EQUIVALENTSATENDOFYEAR. ..o .. $ 54,104 § 37,108 % 15697

2 ° - CONSOLIDATED STATEMENTS.OF CASH FLOWS -

The accompanying notes are an integral part of these Consolidated Financial Statements.
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S IMMUCOR, INC. A%\IDSUBSIDIARIES Lo L
. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS A

AT Yoy,

L NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business—Founded in 1982, Immucor, IInc a Georg1a eorporatlon ( Immucor” or the
“Company §R develops manufactures and sells a complete line of reagents and automated systems used *
prlmarlly by hospltals clinical laboratorles and blood Ibanl-ts in 2 humber of tésts performed to detect and
identify certain propertles of the cell and serum components of human blood pnor 1o blood transfus:on
The Company operates facilities in North America, Europe and Japan. The Company contmues to place
increasing emphasis on the development and sale of i 1pstruments and instrument systems that use the
Company’s proprietary reagents, while also promoting increased sales of its traditional reagent product
line. . |

’

Consoltdamm Policy—The consolidated fmanmal statements include the accounts of the Company and
all its subsidiaries. All sngmficant inter-company balances and transactions have been eliminated in
consolidation. S S f Lo

Use of Estimates—The preparation of flnanc1al statements in conformlty wtth U S generally accepted
accounting principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanynlg notes. Actual results could differ from those ..

estimates. ‘ |

PO, e ‘

Reclassifications—Certain prior year balances hatve been reclaSSIﬁed to conform to the current year
presentation. Additionally, the consolidated balance sheets include retroactive ad]ustments of eqity due
to a three-for-two stock split in fiscal year 2006. These retroactive adjustments of equity also impacted the
consolidated statements of shareholders’ equity, but had no impact on the consolidated statements of
income or on the consolidated statements of cash flows In fiscal year 2005, besides retroactive adjustments
for stock splits, certain salary expenses were reclassmed which had no impact on thé consolidated balance
sheets, consolidated statements of shareholders’ equtty or conselidated statements of cash flows, but did
have an impact on certain captions on the consohdated statements of income.

Stock-Based Compensatton—The Company currently accounts for stock option grants in ‘accordance
with APB Opinion No. 25, Accounting for Stock Issued to Employees The Company usually ) grants stock
options for a fixed number of shares to employees with an exercise price equal to the fair value of the
shares at the date of the grant, and accordmgly does hot recognize compensation expense for stock option.
grants, However, beginning in fiscal 2005, the Company began awarding grants to eligible. new hires with
the respectwe exercise pr1ce equal to'the closmg pl‘lCC ‘on the busmess day 1mmedldtely prior to the grant
date; therefore in these cases, the exercise price may bé higher or lower than the fair value of the shares at
the date of grant. Management has determined that the aggregate difference between the grant date fair’
values and the exercise prices for grants awarded to new hires is not matérial (approximately $12, 0001 tn
total for the grants issued with exercise price below market prlce in fiscal 2006) and accordingly has not
included any such compensation cost related to these grants in'the Company’ §'results of operatlons Under
our 2005 Long-Term Incentive Plzn, options are granted to eligible new hires with an exercise prlce equal
to the ‘closing price of the first day of employment. The Company utlllzes the dlsclosure -only prov151ons of
Statement of Financial Accounting Standards No 123 (“SFAS No 123”) “Accountlng for Stock Based
Compensation,” as amended. , '

In December 2004, the FASB issued SFAS No.” 123(R) “Shate-Based Paymenl » which replaces
SFAS No 123 and supersedes APB No.25. SFAS No. 123(R) requires ‘that the fair value of all sharé- based
payment transactions be recognized in the financial statements The Company adopted SFAS '
No. 123(R) on June 1, 2006 and it will be effective for its fiscal year 2007.



In December 2002, the FASB issued SFAS No. 148, Accounting for Stock-Based Compensation—
Transition and Disclosure—an amendment of FASB Statement No. 123. This Statement provides alternative
methods of transition for a voluntary change to the fair value based method of accounting for stock-based
employee compensation. In addition, this Statement amiends the disclosure requirements of Statement 123
to require prominent disclosures in both annual and interim financial statements about the method of
accounting for stock-based employee compensation and the effect of the method used on reported results.
The Company issues graded options with vesting of these 'options spread over four years from the date of
the grant, and it cons1stemly uses a stralght -line basis for expensmg fair value of the options for the
disclosure reqturements of SFAS No. 148. The following table illustrates the effect on net income and
earnings per share if the Company had applled the fair value recognition provisions of SFAS No. 12310
stock-based employee compensation:

For the year ended May 31,
2006 2005 2004
(amounts in thousands,
except per share data)

Netincome as reported . .. ..o .ioinn i $39,843 $23,910 $12,538
Stock based employee compensatlon included in reported net mcome

Met Of tAKES. . . e L © 562 — —
Stock-based employee compensation expense determmed under fair Ry !

value based methods for all awards, netof taxes..............0..... (4,261) (2,067) -(1,111)

Pro forma net iNCOME ... o v it ettt ettt e ait e e tinananans $36,144  $21,843  $11,427

Earnings per share as reported:
Per common share—basic. ... . .....ooiiiie i O
Per common share—diluted. ....... e

059 $ 035
056§ 034

0.19
0.18

o5 o9
1A -

Pro forma earnings per share: ‘ . ‘
Per common Share—basic. . . . ... ot aii e aia i $ 053 % 032 % 017
Per common share—diluted . ... ... .o i i $ 051 % 031 § 0.16

Acceleration of vesting of certain optlons—-On January 18, 2006, the Board of Directors of the
Company approved the acceleration of vesting of certain outstanding stock options previously awarded to
certain employees (none of whom are directors or executive officers) under the Company’s equity
compensanon plans. As a result of this action, options to purchase approximately 311,000 shares of the
Company’s common stock, which otherwise would have vested from time to time over the next four years,
became 1mmedlately exercisable. The accelerated options have exercise prices ranging from $20.03 to
$23.53 per share, which is greater than $17.89, the closing price of the Company’s common stock on the
Nasdaq National Market on January 17, 2006, the day before the Board of Directors’ approved the
acceleration. Under the recently issued Financial Accounting Standards Board Statement No. 123 (revised
2004), “Share-Based Payment” (“SFAS 123R”), the Company will be required to treat unvested stock
‘options as an expense beginning June 1, 2006. The primary reasons for accelerating the vesting of these
options were (i) to reduce the cumulative non-cash compensation expense that the Company would have
otherwise been required to recognize in future periods as a result of the adoption of SFAS 123R, and
(ii) to enhance the perceived value of the accelerated options, all of which were out-of-the-money at the
time of the acceleration, to the employees who hold such options.

.

As a result of this decision, during the quarter ended February 28, 2006, the Company recorded
compensauon expense of approximately $642,000 (amount net of taxes - $498,000), which represented the
remaining uncarned compensation for these options and which was being expensed over the vesting
periods of these options. This acceleration of vesting pertains to a group grant awarded in the quarter’
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ended August 31, 2003, for whlch the fair value of the shares on the grant-measurement date exceeded the
exercise price. i oo i - oo . S

P

Concentration of Credit Risk—Financial mstrumems that potennally subject the Company to ,
concentrations of credit risk consist primarily of cash and cash equivalents and accounts receivable. The
Company places its cash and cash equivalents with hlgh quality financial institutions. Cash and cash
equivalents were $54.1 million and $37.1 million at May 31, 2006 and 2005; respectively, representing cash
on deposit with high-quality financial institutions, more than 85% of it located in the U.S. At May 31, 2005,
the Company also had short-term investments in hlgh' -quality debt securities totaling $1.6 million and $2.0
million at May 31, 2006 and May 31, 2005, respectwely

Concentrations of credit risk with respect to acco!unts receivable are limited because a large number of
geographically diverse customers make up the Company s customer base, thus spreading the trade credit
risk, At May 31, 2006 and May 31, 2005, no single group or customer represents more than 10% of total
accounts.receivable. The Company controls credit risk through-credit limits and monitoring procedures. At
May 31, 2006 and 2005, the Company’s accounts receivable balance of $37.2 million and $34.6 million,
respectively, was 48%. and 49% of foreign origin, predor’ninantly European. Some European countries -
require longer payment terms as a part of doing busmess This may subject the Company to a higher risk of
uncollectiblity. This risk is considered when the a]lowance for doubtful accounts is evaluated. The
Company generally does not require collateral from 1ts customers. Factoring of accounts receivable is an
additional method used by the Company to mitigate the risk of uncollectibility for certain customers who
routinely take longer than cne year to pay. The Company has agreements with two factoring companies in
Italy to sell certain of its trade receivables in non- recourse transactions. The trade receivables were sold at
a discount plus administrative and other fees. Sales of trade receivables were reflected as a reduction of
accounts receivable in the accompanying consolldated balance sheets. The proceeds received were
included as cash in the accompanying consolidated bz}lance sheets and as operating activities in the
consolidated statements of cash flows. The factoring companles retain a certain percentage of the
collectible amount and these amounts are disclosed as ‘prepaid expenses and other current assets’ in the
consolidated balance sheets. The outstanding retentldn amounts were $1.9 million and $0.9 million as of
May 31, 2006 and 2003, respectively. The factoring feé is charged against revenues on the consolidated
statements of income. The factoring fees amounted to approximately $75 000 and $72,000 for fiscal 2006

and 2005, respectively. f : . .
Cash and Cash Equwalents—'[he Company considers deposits that can be redeemed on demand and

i
investments with an original maturlty of three months or less when purchased to be cash and cash
equivalents.

Short-term Investments—As part of its cash management program, the Company from time to time
maintains a portfolio of marketable investment securities. The securities have an investment grade and a
term to earliest maturity generally of less than one ye'ar and include certificates of deposit. At times such
investments may be in excess of the Federal Deposit Insurance Corporation (FDIC}) i insurance limit. These
securities are carried at cost, which approximates market N , NP

Inventories——Inventories are stated at the lower of cost (first-in, first-out basis) or market (net
realizable value). Cost includes material, labor and manufacturmg overhead. The Company uses a.
standard cost system as a tool to monitor production eff|c1ency The standard cost system applies estimated
labor and manufacturing overhead factors to lnventog based onbudgeted production and efficiency levels,
staffing levels and costs of operation, based-on the experience and judgment of management. Actual costs-
and production levels may vary from the standard establlshed and variances are charged to the
consolidated statement of income as a component of 'cost of sales. Since U.S. generally accepted.
accounting principles require that the standard cost approximate actual cost, periodic adjustments.are -
made to the standard rates to approximate actual costs. The provision for obsolete and/or excess inventory

!
|
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is reviewed.on a quarterly basis or, if warranted by circumstances, more frequently. In evaluating this
reserve, management considers technology changes, competition, customer demand, product shelf life and
manufacturing quality. No materlal changes have been made to the mventory policy during flscal 2006,
2005 or 2004. ‘

Fair Value of Financial lnstmments—The carrying amounts reported in- the consolidated bdlance .
sheets for cash and cash equivalents; accounts receivable, long-term investments and accounts payable
approximate their fair values. The acquisition liability in the accompanying consolidated balance sheets is
recorded at the fair value using a current discount rate of 3.7% whlch was the market rate for similar

securities at the time of acquisition. . '

Property, Plant and Equipment—Property, plant and equipment is stated at cost less accumulated
depreciation: Expenditures for replacements are capitalized, and the replaced items are retired. Normal
maintenance and repairs are charged to operations. Major maintenance and repair activities that
significantly.enhance the useful life of the asset are capitalized. When property and equipment are retired,.
sold, or otherwise disposed of, the asset’s.carrying amount and related accumulated depreciation are
removed from the accounts and any gain or loss is included in operations. Depreciation is computed using
the straight-line method over the estimated lives of the related assets ranging from three to thirty years.
Certain internal and external costs incurred in the development of computer software for internal use are :
capitalized and included in property, plant and equipment in accordance with Statement of Position 98-1,
Accounting for the Costs of Computer Software Developed or Obtained for Intemal Use.

' Goodwill—On adoption of SFAS No. 142, Goodwill and Other Intangible Assets, goodwill and -
indefinite lived intangible assets are no longer amortized but are tested for impairment annually or ‘more
frequently if impairment indicators arise. [ntanglble assets that have fmlte hvcs are contmumg to be
amortized over their useful lives. ’

The Company evaluates the carrying valuc of goodwill during the fourth quarter of each year and
between annual evaluations if events occur or circumstances change that would more likely than not .
reduce the fair value of the reporting unit below its carrying amount. Such circumstances could include,
but are not limited to: (1) a significant adverse change in legal factors or in-business climate, o

" (2) unaaticipated competition, or (3) an adverse action or assessment by a regulator. When evaluating
whether goodwill is impaired, the Company compares the fair value of the reporting unit to which the
goodwill is assigned to the reportmg unit’s carrying amount, including goodwill. The fair value of the
reporting unit is estlmated using primarily the income, or discounted cash flows, approach If the carrymg
amount of a reporting Unit exceeds its fair value, then the amount of the impairment loss must be
measured. The impairment loss would be calculated by comparing the implied fair value of reportmg unit
goodwill to its carrying amount. In calculating the implied fair value of reporting unit goodwill, the fair
value of the reporting unit is allocated to all of the other assets and liabilities of that unit based on their
fair values. The excess of the fair value of a reporting unit over the-amount assigned-to its other assets and
liabilities is the implied fair value of goodwill. An impairment loss would be recognized when the carrying
amount of goodwill exceeds its implied fair value. The Company’s evaluation of goodwill completed during
the year rGSulted inno lmpalrment losses.

' -

Deferred Licensing Costv—Dcferrcd llcensmg costs with finite lives are amortized over their.useful
lives. In certain situations the deferred licensing costs are considered to have infinite lives such as in the .
countries where the law and regulations are such that the barriers to'obtaining a new license are very -
severe and upfront costs are high but, once the licenses are acquired, effort and costs required to mamtam
such licenses are minimal. The carrying values of assets with infinite lives are not amortized but they are
tested annually for impairment. Carrying values of licensing costs are also tested if any trlggenng event = .,
which may impair the value of the asset occurs. T e s e o

- ¢ e .-
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Customer Lists—Customer lists are amortized over their useful lives. Carrying values of customer lists
are tested for impairment annual]y Or more frequent]y lf 1mpa1rrnent mdlcators arise.

Net Sales Relatmg to Foreign Operations—Sales to customers outside the-United States approxrmated
31% of net sales in fiscal 2006 and 37% of net sales i in flscal 2005 ' -5

Foreign Currency Translarron—The ﬁnancral statements of forelgn subsrdlarles have been translated
into U.S. Doltars in accordance with SFAS No. 52, Forergn Currency Translatzon The financial posmon and
results of opcranons of the Company s forcrgn subsrdlanes are measured using the foreign subsrdlary s
local currency as the functlonal currency, Revenues and expenses of such Subsrd1ar1es have been translated
mto U.S. Dollars at average exchange rates prevallmg durmg the perlod ' Assets and habllmes have been
translated at the rates of exchange on the ba]ance sheeft date. The resultmg translauon gam and loss
ad]ustments are recorded directly as a separate component of shareholders equity, unless there isasale or
complete liquidation of the underlying foreign mvestments Foreign currency translation adjustments
resulted ina gam of $2.3 million and $0.6 million in flscal 2006 and 2005 respectively.’

Transactlon gains and losses thdt arise from exchange rate. ﬂuctuatlons on transactlons denomrnaled
in a currency other than the functional currency are mcluded in the results of operatlons as mcurred Net
foreign currency transaction gains 1ncluded in operatlons were neghglble in flscal 2006 and $0.5 mllllon in
fiscal 2005, and are mcluded in other income (loss) in thc consolrdated statements of i mcome..

" Revenue Recognition—The Company recognizes revenue when the following four basic criteria have
been met:* (1) persuasive evidence of an arrangement exists; - (2) delivery has océurred or setvices ”
rendered (3) the fee is frxed and determlnable and (4) collecublhty is reasonably assured -

' LY L

OReagemsales . o l S S

~ “Revenue from the sale of the Company’s reagents to end users is recognized upon shipment when
both title and risk of loss'transfer to the customer upon shipment, unless there are specific
contractual terms to the contrary. Revenue from the sale of the Company s reagents to distributors
is recognized FOB customs clearance when both title and risk of loss transfer to the customer.

Human collagen and collagen py-product sales

. Revenue from the sale of the Company’s human collagen product and from the sale of by-products
* - of colldgen is recognized upon shipment and elther passage of a 10-day inspection period (or, for
by-products of collagen, passage of a 30-day mspecnon period) orf upon receipt of notification of
. customer acceptance. In accordance with a revenue-sharing agreement between the Company and
. the Company’s sole human collagen customer, revenue from the sale of collagen by-products 1s
.al]ocated 66.7% to the Company and 33.3% to the collagen cust0mer
. _Medrca[ instrunient sales S ' n v e v
Revenue from the sale of the Company’s medical mstruments is generally recogmzed upon
shlpmcnt and complenon of contractual obhgauons Rcvcnue from rentals of the Company ]
medical instruments is recognlzed over the term of the rental agreement. Instrument service
contract revenue is recognized over the term of the contract.

Begmmng in the second quarter of flscal year 2004 the Company recognizes revenue on. the sale of
medlcal instruments in accordance with Emergmg Tssues Task Force (“EITF”) Issue No. 00- 21,
Accounting for Revenue An'angemems with Mulrzp!e Deliverables. The Company’s med1cal instrument
sales contracts involve multiple deliverables, mcludmg the sale or rental of an 1nstrument (mcludmg
* “delivery, installation and training), the servrcmg of the instrument during the first year, and, in some
cases, price guarantees for consumables purchased during the contract period and/or provrdmg a
' software interface. The Company has determ_mled the fair _value of certain of these ele.ments, such as
t

s
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training and first year service. The portion of the instrument sales price applicable to the instrument
itself is recognized upon shipment and completion of contractual obligations relating to training
and/or installation based on the related contractual specifications. If the agreement does not
include any price guarantees, the sales price in excess of the fair values of training and service is
allocated to the instrument itself. The fair value of a training session is recognized as revenue when
services are provided. If multiple sessions are contractually provided for, and not all training has
been completed at the time the instrument is recognized, additional training revenue is recognized
upon delivery. The fair value of first year service is deferred and recognized over the first year of the
contract. The Company believes it not possible to determine the fair value of price guarantees. If °

* the agreement contains price guarantees, the entire sales price is deferred and recognized over the
related guarantee period: The allocation of the total consideration received, which is based on the

‘ estlmated fair value of the units of accounnng, requ:res Judgment by management

In limited snuanons mvolvmg third-party lease arrangcments the Company has. entered into
repurchase agreements whereby if the consignee customer terminates the lease, the Company has
“  agreed to repurchase the instrument for a purchase price equal to the remaining uripaid lease
payments. The Company defers the revenue related to the sale of instruments, and subsequently
" recognizes the revenue‘over the lease term if persuasive evidence exists that the consignee customer
has not terminated thé lease. In prior periods, the Company deferred the corresponding cost of -
these instrument sales and recognized the costs over the same period as the related revenue. During
the fiscal quarter ended February 28, 2005, the Company determined that it was more appropriate
to recognize the instrument costs in these deferral situations when the instrument has been installed
and written acceptance has been received from the customer. Accordingly, during the fiscal quarter
ended February 28, 2005, the Company recorded additional cost of sales totaling approximately
$327,000, which was related to prior quarters, The Company now records all instrument costs at the
time the instrument is installed and accepted by the customer and title is legally transferred to the
customer. : . . : .

» Sales subject 10 a plan of factoring' b -
Sales subject to a plan of factoring are recorded at net realizable'value (defined as gross sales less
.. the annual estimated cost of factoring the sale). Should the factored sale remain uncollected by the
factor at the end of one year, an estimate of the additional factoring discount is made and recorded
. monthly as an additional reduction of sales revenue. ; D

* Shipping and Handling Charges and Sdlés Tax—The amounts billed to customers for shlppmg and
handling of orders are classified as revenué and reported in the statements of income as net sales. The cost
of handling customer orders and the cost of shipments are reported in the operating expense section of the
statements of income as distribution expense. The cost of handling customer orders and the cost of
shipments were approximately $8.0 million for the years ended May 31, 2006 and 2005 and $8.5 million for
the year ended May 31, 2004. Sales taxes invoiced to custoriers and payable to government agencies are
recorded on a net basis with the sales tax portion of a sales invoice directly cred:ted to a liability account
and the balance of the invoice credited to a revenue account.

Eamnings Per Share—All earnings per share amounts reflect the May 2006, December 2004, July 2004
and November 2003 three-for-two stock splits. See Note 16 to the consolidated financial statements.

Trade Accounts Receivable and Allowance for Doubtful Accounts—Trade receivables at May 31, 2006,
totaling $37.2 million, and at May 31, 2003, totaling $34.6 million, are net of allowances for doubtful
accounts of $2.0 million and $1.9 million, respectively. The allowance for doubtful accounts represents a
reserve for estimated losses resulting from the inability of the. Company’s customers to pay their debts. The
collectibility of trade receivable balances is regularly evaluated based on a combination of factors such as
customer credit-worthiness, past transaction history with the customer, current economic industry trends
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and changes in customer payment patterns. If it is determlned that a customer will be unable to fully meet.
its financial obligation, such as in the case of a bankruptcy filing or other material events impacting its .
business, a specific allowance for.doubtful accounts is recorded to reduce the related receivable to the

amount expected to be recovered. o,

Advertising Costs—The advertlsmg costs are expensed as incurred and are classified as selling and
marketing operating expenses. Advertising expenses were $0.4 million for the years ended May 31, 2006
and 2005, and $0.7'million for the year ended May 31, 2004.

Loss contingencies—Certain conditions may exist as of the date the financial statements are issued
which may result in a loss to the Company but which will only be resolved when one or more future events
oceur or fail to occur. The ‘Company’s management and its legal counsel assess such contingent liabilities,
and such.assessment inherently involves an exercise of Judgmcnt In assessmg loss contingencies related to
legal proceedmgs that are pendmg against the Company or unasserted claims that may result in such
proceedmgs the Company’s legal courisel evaluates the perceived merits of any legal proceedings or
unasserted claims as well as the perceived merits of the amount of relief sought ar expected to be sought
therein.. = - : ' |

If the assessment of a contmgency indicates that 1t is probable that a materlal Ioss is llkely to occur and
the amount of the liability can be estimated, then the estlmated liability would be accrued in the "
Company’s financial statements. If the assessment lndlcates that a potentially material loss contingency is
not probable, but is reasonably possible, or is probable lbut cannot be estimated, then the nature of the
contingent liability, together with an.estimate of the range of possible loss if determinable and material, .

would be disclosed. . ' Do . L

Loss contmgenaes considered remote are generalily not disclosed unless they mvolve guarantees in '
which case the nature of the guarantee would be dlsclosed Legal costs relating to loss contingencies are
expensed as incurred.

Income Taxes—The Company’s income tax policy records the estlmated future tax effects of
temporary differences between the tax bases of assets and liabilities and amounts reported in the
accompanying consolidated balance sheets, as well as operating loss and tax credit carry-forwards. The
value of the Company’s deferred tax assets assumes thdt the Company will be able to generate sufficient
future taxable income in certain tax jurisdictions, based on estimates and assumptions. If these estimates
and related assumptions change-in the future, the Company may be required to record additional valuation
allowances against its deferred tax assets resulting in addmondl income tax expense in the Company’s
consolidated statements of income. In assessing the reallzablllty of deferred tax assets, management . ..
considers whether it is more likely than not that some portion or all of the deferred tax assets will not be
realized and considers the scheduled reversal of deferred tax liabilities, pl’O_]CCICd future taxable income,
carry-back opportunities, and tax—planmng strategies m making this assessment. Management also
evaluates the realizability of the deferred tax assets and assesses the need for additional valuation
allowances quarterly. No material changes have been made to the i lncome tax pollcy during fiscal 2006. See
Note 15 to the consolldated fmanc1al statements.

Impact of Recently Issued Accounnng Standara‘s—-ln November: 2004 the FASB issued Statement . * -
No. 151, Inventory Costs—an amendment of ARB No. 43 Chapter 4 (“SFAS No. 1517”). SFAS No. I51 , °.
amends the guidance in ARB No. 43, Chapter 4, “Inventory Pricing,” to clarify the accounting for-
abriormal amounts of idle facility expense, freight, handlmg costs, and wasted material (spoilage).
Paragraph 5 of ARB 43, Chapter 4, previously stated that “_..under some circumstances, items such as
idle facility expense, excessive spoilage, double freight, and rehandling costs may be so abnormal as to
require treatment as current period charges. . .” SFAS No. 151 requires that those items be recognized as
current-period charges regardless of whether they mee;t the criterion of “so abnormal.” In addition, this
Statement requires that allocation of fixed production overheads to the costs of conversion be based on the

}
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normal capacity of the production facilities. This new standard is effective for inventory costs incurred
during fiscal years beginning after June 15, 2005. The Company’s adoption of the standard in the fiscal year
beginning on June 1, 2006 is not likely to have a significant impact on its financial statements.

In December 2004, the FASB issued Statement No. 123 (revised 2004), Share-based Payment, which is
a revision of FASB Statement No. 123, Accounting for Stock-based Compensation. Generally, the approach
in Statement 123(R) is similar to the approach described in Statement 123. However, Statement :
123(R) requires all share-based payments to employees, including grants of employee stock options, to be
recognized in the statement of income based on their fair values. Pro forma disclosure is no longer an.
alternative, Alternative phase-in methods are allowed under Statement No. 123(R). The Company
adopted Statement No. 123(R) effective June 1, 2006 using the “modified-prospective method” which
reqmres that compensation expense be recognized beglnmng with the effective date, based on the
requnrements of this statement, for all share-based payments granted after the effective date, and based on
the requlremcnts of SFAS 123, for all awards granted to employees prior to the effective date of this
statement that remain unvested on the effective date. The Company will continue to apply the Black-
Scholes valuation model in determmmg the fair value of share-based payments to employees, which will
then be amortized on a straight-line basis. As permitted by Statement No. 123, for periods prior to June 1,
2006, the Company accounted for share-based payments to employees using Opinion No. 25’s intrinsic
value method and, as such, generally recognized no compensation cost.for the granting of employee stock
options. Accordingly, the adoption of Statement No. 123(R)’s fair value method will negatively impact the
Company’s statements of income. The impact of adoption of Statement No. 123(R) cannot be quantified at
this time because it will depend on the level of share-based paymernits granted in the future, expected
volatilities and expected useful lives, among other factors, present at the grant date. However, had
Statement No. 123(R) been effective in prior periods, the impact of that standard would have
approximated the impact of Statement No. 123 as descnbed in the disclosure of* pro forma net income and
net income per share in Note 1 under the subhcading ‘Stock-Based Compensation’. As of June 1, 2006, the
unrecognized compensation expense associated with the remaining portion of the unvested outstanding
awards is $4.5 million ($2.9 million, net of tax). Statement No. 123(R) also requires the benefit of tax
deductions in excess of recognized compensation cost to be reported as a financing cash flow, rather than
as an operating cash flow as required under currently effective accounting literature. This requirement will
reduce net operating cash flows and increase net financing cash flows in periods after adoption of
Statement No. 123(R). While the Company cannot estimate what those amounts will be in the future
(because they depend on, among other things, when employees exercise stock options), the amount of
operating cash flows recognized in prior periods for such excess tax deductions was $6.4 million in fiscal -
2006 and fiscal 2005, and $3.6 million in fiscal 2004,

In May 2005, the FASB issued Statement No. 154, Accounting Changes and Error Corrections (“SFAS’
No. ]54”) which replaces Accounting Principles Board Opinions No. 20, Accounting Changes, and SFAS
No. 3, Reporting Accounting Changes in Interim Financial Statemenis-An Amendment of APB Opinion
No. 28. SFAS No. 154 provides guidance on the accounting for and reporting of accounting changes and
error corrections. It establishes retrospective application, or the latest practicable date, as the required
method for reporting a change in accounting principle and the reportmg of a correction of an error.
SFAS No. 154 is effective for accounting changes and corrections of errors made in fiscal years beginning
after December 15, 2005, The Company’s-adoption of SFAS No.154 on June 1, 2006 is not expected to
have a material impact on its financial statements.

The FASB issued FASB Interpretation No. (“FIN”) 48, “Accounting for Uncertainty in Income
Faxes,” on July 13, 2006. The new rules will be effective for the Company in fiscal 2008. At this time, we
have not completed our review and assessment of the impact of ddOleOﬂ of FIN 48.
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2. ACQUISITION

On July 5, 2005, in an effort to expand its presence in Japan, the Comipany acquired a 100% interest in
Immucor-Kainos, Inc.—a newly-formed company to which Kainos Laboratories, Inc. (“Kainos™), the
Company’s former distributor of Immucor products in Japan, spun off its blood-banking division. Immucor
paid Kainos ¥459 million (approximately $4.1 million) in cash on signing of the purchasc dgreements and
will pay an additional %¥300 million (approximately $2. 7 million) over three years with minimum payments
of ¥125 million in each of the first two years and the remaining ¥50 million in the third year. A final
payment of ¥441 million will be made after a three-year transition period ending on June 30, 2008, or
earlier upon mutual agreement. The Company has recorded ¥741 million (with an approximate present
value of ¥678 million and $6.1 million, using a dlscount rate of approximately 3.7% per annum), as a
liability. Immucor-Kainos, Inc. has been consolidated as a wholly owned subsidiary in these financial
statements. [

During the second quarter of fiscal year 2006, the Company completed a valuation of the intangible
assets acquired in the transaction. Pursuant to the valuanon the Company allocated ¥150 million
(approximately $1.3 million) to the purchase of the customer list and ¥400 million (approximately $3.6
million) to thé business licenses and regulatory penmts .

Besides payment of the purchase consideration to'Kamos the Company mcurred additional dlrect
cost of $0.5 million assocjated with this acquisition. The following table summarizes the allocation of
acquisition cost, including professmnal fees and other related acquisition costs to the assets acquired based
on their fair values (in thousands)

Tangrble assets acquired. . ... e S o102 T
TIntangible assets acquired ........ e P 4,928
Goodwill acquired............... T PR RR O 5,702
Total acquisition cost ............ e - $10,732

At the time of signing the agreement, the Company paid ¥520 million (approximately $4.7 million),
including ¥61 million for acquisition related expenses. As of May 31, 2006, the Company has paid ¥106
million (approxrmately $O 9 million) of the total dcqultIOH llablllty of ¥741 mllllon (dpproxmately $6.6
million}. '

!
The total purchase price includes a premium based on management’s assessment thdt the Company

will achieve higher future profitability levels in the J apanese market by acqu:rmg direct control of
marketing the Company’s products with the mstdllatlon of Immucor personnel in key managerial positions
overseeing the operations of the business. The pnmary purpose of this acquisition is to allow Immucor to
directly market and sell its products and expand its presence in Japan. Additionally, in accordance with the
terms of the purchase agreement, Kamos has agreed 10 supply certain services to [mmucor-Kamos during
the three yedr transition penod . . ,

At May 31, 2006, Immucor- Kamos owed Kainos approxnmately $11 mllllon for products supplied by
Kainos, and was owed approximately $2.4 million from Kainos for products sold by Kainos on behalf of
Immucor-Kainos. Additionally, Kainos owed Immucor approximately $0.4 million for products supplied to
Kainos from the United States. l

No pro forma information regarding revenué and income for the-acquired business is provided as the
effect of the acquisition on the consolidated financial statements is not material. Goodwill and intangible.
assets are considéred not deductible for tax purposes in accounting for this acquisition. The resultsof - .
operations of the acquired subsidiary have been included from. July 5, 2005 onwards, the date of .
acquisition. Sce Note 19 for segment information for Japan. . . '

i
F
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3. INVENTORY : L.

Inventories are stated at the lower of cost (first-in, first-out basis) or market (net realizable value):

* ' ’ ! LA . . : LI, o s -

. . ) - . . ., May 31,
o S " 2006 2005
. P . . _ (in thousands)
+ Raw materials and supplies ........ . FUU .$ 4341 § 5710
Work inprocess .......... ool e 3,495 2,946

Finishedgoods . ............ e e ..o 12815 13,180
' - : - $20,651  $21,836

4. PROPERTY AND EQUIPMENT"

May 31,
Co . - v TTI00e 2005
o : . . [N . (in thousands)
Assets owned: o . . _ : coL . -
Land . ... e e $ 343 $§ 336 e -
Buildings and lmprovements .............................. 7,643 7,669
" Leasehold improvements .., ......... .o e oieieeianss T .4,452 4,217
- Furniture and fixtures ... ........ U e, " 1,704 - 2,865
! Machinery and equipment . ... .. ..., ... ..., PR < 39241 - 35624 -
53,383 " 50,711
Less accumulated depreciation ............. ..o (27,699)  (29,292)
Assets owned—net, .........oeen.., e T 725,684 1 21,419
Assets under capital lease: .. ) o
Furniture and fixtures . .. ... : — 18
Machinery and equipment .............. oo, — 2,266
i ‘ -, — . 2,284
Less accumulated depreciation ............ovvvvvnnrennnnn. . — (668)
Assets under capital lease—net ......... . ... — _ 1,616
Property, plant and equipment—net ....................... $ 25,684 § 23,035

Deprecmt:on—--Deprec:anon expense ‘was $6.6 mllllon in fiscal year 2006, $7 0 million in fiscal year
2005, and $5.8 million in fiscal year 2004.

:Leased asseta—-Durmg the year ended May 31, 2006 the Company repald all cap:ta] leases and the
assets were reclassified as “assets owned” in the above table:

Houston Impainnem—A deéision to close the Houston manufacturing facility prompted a review fdr"h
the possible impairment of long-lived assets associated with this facility. Under a restructuring plan, the
Company will continue to use the long-lived assets of the Houston facility until December 2007, the
estimated completion date for consolidating the manufacturing operations in Norcross, Georgia. The long-
lived assets of this facility were supported by the future cash flows expected to result from the Houston
operations.

The.impairment review during the second quarter of fiscal year 2006 indicated that estimated
-undiscounted cash flows expected to result from the remaining use of the Houston facility’s long-lived
assets, primarily a building, were insufficient to recover their carrying value, Accordingly, the Company
reduced the carrying value of these long-lived assets to their estimated fair value resulting in non- -cash.
impairment loss of $2.3 million during the second quarter of fiscal year 2006. . * , .
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The Company used an independent third party appraisal to assist it in evaluating the fair value of the .
building. The non-cash impairment charges are included with restructuring expenses in the accompanying

consolidated statements of income.

!
Based upon the Company’s dec151on to contmue to manufacture and use the building in Houston until

the transfer of the manufacturing operanons to Norcross is complete the Company contmues to

depreciate the adjusted carrying value of the bulldmg

Construction in Progress—The Company is expandmg its current manufacturing facility in Norcross,

which is scheduled to be completed in fiscal 2007. As of May 31, 2006, the Company incurred and

capitalized $3.0 million, of which $2.8 million is 1ncluded in leasehold improvements, $0.1 million is
included in furniture and fixtures and $0.1 million is 1ncluded in machinery and equipment in the above

table. The estimated cost to be incurred in fiscal 2007 to complete the building renovation and

manufacturing facility is approximately $6.2 million. ;
!
5. GOODWILL

' 'Changcs in the carrying amount of gb’odwill for the year ended May 31, 2006 and 2005 were as follows:

-

Balance at beginning'of year [.....0...... ."I' e ..

Foreign currency translauon adjustment

P

PR
Goodwill on acquisition of Immucor-Kainos (Japan)

Balanccalendofyear .................... ‘

s

2006 - - 2005 .

(in thousands) -

$28,826 $28,192

1070 | 634

. 4,795 —

$34,691 “$28,826

On July 5, 2005, the Company acquired Immucor:Kainos, Inc.; including goodwill amounting to

$5.7 million. Immucor-Kainos goodwill was reduced by approximately $574,000 for profit realized during
acquisition negotiations and by approximately $332,000 for realization of deferred revenue relating to a
distribution agreement with Kainos which was canceled on signing of the acquisition agréement. Goodwill

relating to Immucor-Kainos is shown net of these two adjustments in the above table.

Goodwill is tested for impairment in the fourth ql!larter of each fiscal year or earlier if a triggering
event occurs. Testing of impairment of goodwill confir:med that the carrying value of goodwill was not
impaired, and consequently no impairment charges were recorded in the years ended May 31, 2006 and
May 31, 2005. The goodw1l| acquired on the acqu151t10{1 of Immucor-Kainos was not tested in the fourth
quarter of fiscal 2006 as a professional valuation of the goodwnll was carried out as of August 31, 2005. It
will be tested for impairment with other goodwill amm‘mts in the fourth quarter of fiscal 2007 and annualiy

thereafter. o Co

|
|
|
|
|

i
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6.

May 31, 2006 . May 31, 2005
Weighted Accumulated Accumulated
s 1 Average Life ~Cost - Amortization .- Net . Cost  Amortization _ Net
. : (in thousands)
Intangible assets siibject to' o 1-. o
amortization: B B
Deferred licensing costs. . ......... ~5yrs © % 551~ % (464) $ 87 $ 533 $ (465) $ - 68
Distribution rights. .. ....2..... .. 10 yrs 2,078 . (1,526) 552 2,034 | (1,330) 704
Customerlists ................... 20 yrs 3,036 . .. (706) -, 2,330 1,700 (560) 1,140
Total amortizable assets .. r.. ... 5,665  :(2,696) 2,969 .4267 - (2,355} + 1,912
Intangible assets not subjectto . et Ty e
amortization: St
Deferred licensing costs. .......... 3,563 — 3,563 — — —
Total non-amortizable assets . . .. 3,563 . — 3,563 — . — .=
. Total other intangible assets. .. $9,228 $(2,696) $6,532 $4,267 $(2,355) $1,912

7.

- 'OTHER INTANGIBLE ASSETS - S e

During the year ended May 31, 2006, the .Company acquired a customer list with the acquisition of
Immucor-Kainos, Wthl’] was valued at $1.3 million with a useful life of 20 years, and licensing and
regulatory permits, which Weré assuméd to have iiifinite llves and were valued at $3 6 million. The
customer list is being amortized over 20 years, and the llcensmg and regulatory pcrm1ts will not be
amortized but will be tested for 1mpalrment annually in the fourth quarter of each frscal yedr ’

Amortization of mtanglble assets amounted to $0.3 mrlllon for the year ended May 31, 2006 and $0.4
million for the years ended May 31, 2005 and 2004. The followmg table presents our estimate of
amortization expense for each of the five next succeedmg fiscal years (in thousands)

Yenr Endmg My 31.

ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Sales and other taxes payable. .. ... ... .. oL
Salarlesandwages.................................:....;....
Deferred income taxes llabllmes-—current portion ......... ... ...

Professional fe

Bl i i it e it e s s e e

Dealer COMMISSIONS. - .« oo v e et e e et et e et

Royalties .. ..

Accruals for pricing drscoums to dealers B N

Other accruals

Accrued expenses and oiher ciirient liabilities ... ... ..ol i 0..

56

'y

May 31,

2006 2005
{in thousands)
$1,152 § 936

3231 3,69
— 661
2,027 1,562
675 570
506 297
415 41
1,464 2,037
$9,470. $9,800
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8. LONG-TERM DEBT LR R R

. May 31,
- 2006 2005
| (in thousands)
anary Obltganons 5
Term Loan (interest rate ranglng frorn LIBOR plus 1 0% to g L .
LIBOR plus 1.75%, paid in full in November 2005),. e 8 ,— § 6,000,
Secondary Obligations - s . : e ' '_._ .
Line of credlt—Spanlsh subsndlary (denommated 1n Euros at an .
intefest rate of EURIBOR plus 0. 45%, pald in fu]l in ; R
November 2005). ... e » L= o148

Mortgage note payable—Belglan subsnclrary;(denommated m s
Belgian Francs at an interest rate of6 25% pard infullin - ..

.lanuary2006)........’...;..._....._.....| .................... — 123
i — 6,271
Less_current portion ........... S L e —, .(4,190),
};\ T Trtrrititoor I B Y5
|

Pr:mary Obligations

a t g o w e T . . - ”,, Vi

During the year ended May 31; 2006 the’ Company prepaid the term loan obtalned under thei’s
$27.0 million secured credit facility with its principal lender from cash generated from operatlons and -
cancelled the credit facility. The credit facility was due to €xpire in December 2006 and was comprised of a
$15.0 million revolver and a $12.0 million term loan. The term loan was payablé in quarterly installments of
$1.0 million. The term loan and the revolver bore interest of LIBOR plus additional pergentage points
ranging from 1 O% to 1.75%, or bank prime, rate plusfaddmonal percentage points ranging from [(0.5%) to.
1.0% based on certam calculatlons as defmed in the IToan Agrcement The commitment fee on the unused
borrowmgs was 0, 125% The loans were collaterahzed by the capital stock of all of the Company s _
subsidiaries. The Company Tecorded a non-cash, pre- tax charge of $924,000 in the thitd quarter of fi scal : ;
2004 to write off unamortized deferred financing charges related to its previous credit fac:llty

The Company’s dgreement with it$ principal lerider contained certain financial and other covenants
that, among other things, iimited annual capital expenditures, limited payment of cash dividends and for
repurchase of stock, limited the incurrence of additional debt, and required-the mainteniance of certain
financial ratios: o . i EA T

The Compdny had an interest tate swap agreemém which matured in September 2005, w1th/1ts
principal lender. Due to the ineffectiveness of the swap related to the U.S. 10an, approximately $10,250 was
reclassified from comprehenswe income (loss) to earnmgs as interest expense. for the years ended May 31,
2006 and $20, 500 for the years ended May 31,2005 and 2004, and approxnmateiy $6 700, $138,000 and
$266,000 wis charged directly to interest expenise forﬁthe years ended May 31, 2006, 2005 and 2004,
respectively.

Secondary Obligations I

During the year ended May 31, 2006, the Company tepaid the amounts due under the Spanish line of
credit and the Belgium mortgage note. At May 31, 2006, the Company had approximately $154,000 and
$449,000 in funds available under line of credit agreements for the Spanish and ltalian affiliates,
respectively: :

- —— e
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9. CAPITAL LEASE OBLIGATIONS P Ty
. ’ May 31, .

- S 2006 2005
(in thousands) .

5 LRI

Machinery and equipment related to the telephone system bearing

an interest rate of 7.93% with a maturity date of December 2008 § '— § 117 .
Instruments at customer sites—German subsidiary, bearing interest ‘ S
at 2.2% and with a maturity date of October 2005............. S — 21

Instruments at customer S|tes—Spamsh subsidiary, bearmg 1nterest
rates ranging from 5.18% to 8.5% and with maturity dates .
ranging from June 2008 to September 2009 ........ e ‘ © 7134
Instruments at customer sitées—Italian 's‘u'bsidiary, bearing interest - '
rates ranging from 2.5% to 2.75% and with maturities rangmg

from August 2005 to February 2006 ... ...« — 65
— 1,337

Les§ CUTTENt POItION. . .. ... i i P ‘o (427)
$ — § 910

During the year ended May 31, 2006, the Company repaid all its capital lease obligations. The capital
lease obligations were collateralized by the indicated assets and amortlzation on related assets was ~ .
1ncluded in depreciation expense. e - St : N

10. DEFERREDREVENUE' . U ‘ S : B V A

As described in Note 1, the Company’s ‘'medical instrument salés contracts involve multiple
deliverables, and certain of revenues from these contracts are deferred and recognized over the terms of
the agreements which are generally five years. “The ‘Company also defers revenue from service'contracts ’
over the term of the agreements. The additions to and recognmon of deferred revenue for the year ended
May 31, 2006 and May 31 2005 were as fo]]ows : o :

' i

. , May 31,
’ 2006 2005
: . o : . (in thousands)

- . Balance at beginningof year........ ey et $ 7,559 § 1,791

Foreign currency translation adjustment...................... 224 (193)

Additions to deferred revenue from new contracts ............. 13,772 8,819

Revenue recognized during the year................. e (5,480) (2,858)

o ' o . 16,075 7,559 ,
Less: Deferred Revenue—current portion ... .........0...... . (4,575) (4,044) - ‘o
i Balanceatépdofyea}‘ ....... ........ L..... $11,500 §$3515 .
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11. OTHER LONG TERM LIABILITIES

T 2006 2005
- Cor [ A I (in thousands) .
Severence indemnity for employees .......0. ... ... ... e - -5-558 §.439 .
Deferred leaschold improvement incentive. ... ... i 1,438 , 1,115 . .
Restructuring provision .................. l ............ Leeeees 342 —
’ ‘ o N [ :-' | ;-' e 2,338 1,554
'besscurrent portlon..'.'.'....‘ .............. e T (143) - Q100)

Otherlongtermlrabrhtles.......'.'.......Tl..' ....... oo $2,195 $1453

a4

The Company credits leasehold lmprovement incentives received from, the landlord to rent expense
over the term of the lease agreement. . . oL -

. R ’ é . -

12. COMMON STOCK

Increase in authorized capual to 120 mtlhon shares - ’ : - - -
¥

At an annual meeting of the Company 5 shareholders held on December 13, 2005 the shareholders of
the Company approved the increase of the Company’ $ authorlzed capital of common stock par value
$0.10, from 60 million shares to 120 million shares.’ - i -

L o ’ " oo - t ..

Stockspht . : : " L I

" Immucor dlstrlbuted a three-for-two stock splrt on May 15, 2006 to the shareholders of record on
April 24, 2006 which resulted in the issuance of 22 685 368 shares of common stock, net of 98 fractlonal
shares which were paid in cash. Immucor had also drstrlbuted a three-for-two stock split, on July 16, 2004
and December 13, 2004 which resulted in the i lssuance of 10,066,940 and 15,061,379 shares of common
stock, respcctwely The'stock sphts werg the sixth, seventh and erghth for the Company since its initial
public offering in December 1985.

l . » K L
>oer

Reserved shares ,

r

At May 31, 2006, 4 892 957 shares of common stock were reserved for future issuance upon exercnses
of previously granted stock options. : "

Stock repurchase.s , . l

The Company instituted a stock repurchase program in June 1998 for up to 6 075,000 shares of its
common stock, of which 5,437,125 shares had been purchased prior to the end of the 2004 fiscal year,
leaving 637,875 shares available for repurchase. On J une 1, 2004 and August 22004, the Board of
Directors authorized the Company to repurchase up o addmona] 675,000 and 1,125,000 shares,
respectively.

On December 173, 2005, the Board of Directors authorized the Company to repurchase up to an
additional.1:5 million.shares, increasing to 2,040,225 the shares available for purchase. During the year
ended May 31, 2006, the Company repurchased 1,580,100 shares at an average per share price of $15.69.
An aggregate of 1,424,025 shares were available for repurchase under the program as of May 31 2006.

During fiscal year ended May 31, 2006, the total amount spent for the shares bought under this
program amounted to $24.8 million, compared to $8. O million spent during the fiscal year ended May 31,
2005

I
|
i
|
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13. STOCK OPTIONS

All referenéesfo historical awards, outstanding awards and availability of shares for future grants
under Immucor’s stock plans, as described below, and related prices per share have been retroactively
adjusted, for comparability purposes, to-reflect the three-for- two stock splits dlstrlbuted in May 2006,
December 2004, July 2004 and November 2003.

At an annual meeting of the Company’s shareholders held on December 13, 2005, the shareholders
approved establishment of the Immucor, Inc. 2005 Long-Term Incentive Plan (the “2005 Plan”). The 2005
Plan replaces the Company’s preexisting stock option plans which have been frozen and remain in effect
only to the extent of awards outstariding itnder thése plans. Under the 2005 Plan, besides granting stock
options, management will be able to award stock appreciation rights, restricted stock, deferred stock, and
other performance-based awards as incenitive and compensation to employees: The maximum number of
shares of the Company’s common stock as to which awards may be granted iindér the 2005 Plan is
3,600,000, The maximum number of shares that may be used for awards other than stock options is
1,800,000, and the maximum number of shares that may be used for grants of incentive stock options is
1,800,000. Option awards generally vest based on four years of continuous service and have 6-year
contractual terms. Share awards generally vest over four years. The 2005 Plan provides for accelerated
vesting of optlon and share awards if there isa change in control, as defmed in the plan.’

]

The Company has elected to follow Accountmg Principles Board Oplmon No. 25, Accounting for
Stock Issued to Employees, (“ APB 25”) and related interpretations in accounting for its employee stock
options. Under APB 25, because the exercise price of the Company’s employee stock options equals the
market price of the underlying stock on the date of grant, no compensatlon expense is recognized. Exercise
prices of stock options are determined by the Stock Option Commlttee and, with the exceptlon of those
awarded to new employees in fiscal 2005 and flscai 2006, have been the fdir market value at the date of the
grant. Begmmng in fiscal 2005, the Company began awarding grants to eligible new hires with the
respective exercise price equal to the closing price on the business day immediately prior to the grani date;
therefore in these cases, the exercise price may be higher or lower than the fair value of the shares at the
date of grant. Management has determined that the aggregate difference between the grant date fair
values and the exercise prices for grants awarded to new hires is not material (approximately $12,000 in
total for the grants issued with exercise price below market price in fiscal 2006), and accordingly lias not
included any such compensation cost related to these grants in the Company’s results of operations. Under
the 2005 plan, the exercise price per share cannot be less than the fair market value of the share on the
grant date.

The effects on net income and earnings per common share if we had applied the fair value recognition
provisions of SFAS 123 to our fixed-based stock option awards are included in Note 1. The fair value for
these options was estimated at the date of grant using a Black:Scholes option‘pricing model w1th the
following weighted average assumptlons o : L .

e "

2006 2005 2004

Risk-free interestrate ..................oociiiniin.. 436% 4.00% 3.68%

. Expcctedlife(yearq) ............... P A SR A< SR X ¢ IR X1

- Expected volatility. .. §......... Ll te o -64.90% 68:40% 68.60% - -
Expected dw:dendyleld e S P ST ,0.00% 000% 000% "
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Activity for the Company’s option plans was as follows for the years ended May, 31, 2006, 2005 and .

2004: | o
. . Lt -_l o " - ' -, - Welghted )
‘ " Rangeof * *° Average Exercise
H .o ’ ) Shares .,  Exercise Prices . ;. .. Price .
Qutstanding at May 31,2003 ......... T, b + 8924211 $ 033 - $ 440 - - § 107
Granted ............ i 1,546,730 § 4.07 - $ 660  § 585
Exercised .............. P '.‘.I, : (2 693,186) " $ ‘0. 3275202 7 “'$‘0.97
Expired................... FURUTUIR S S NUU (1,704) § 115 $160 7" - $ 140" "
Forfeited............... 0yl (67.77)8 035 - $ad0t o 87137
Outstandmg at May 31 2004, e s S l., 7608 279 $ 033r— $ 660 . ,-;$ 207
GRAMEA et i ieee kDb bt o 1421982, 18,849~ $21:07 1, . $18.94
Exercised .......... i et | (1,353,932). $.033 $.395 2 - $ 111,
Expired. .. .. e e Cidatee.en s . (218314) -§ 058 - $,1:24 v $.0.79,
Forfelted ............. Ll ' g196 610) $ 033 - $ 961 $ 291
Outstandmg at May L2005 ..o - 6261 405 $ 035 - $21 0? R '$ 341-‘»-
Granted ... .. ... - 158,583 $15.57 - $23.53 $18.66
Exercised ... ... Looo(1,222,116) $ 036 - $'618 * § 176.
Expired. .. .cooiiiiiiii e (56,317) § 0.89 - $ 3.55 $ 137
Forfeited. ......... ... i, L' (248,598) - s 0.89 L "$20.03" $ 6.82
Outstanding at May 31, 2006 . I 4,892957 § 036 - $23.53 $ 414

At May 31, 2006, 2005 and 2004 options for 3, 9I42 959, 3,035,282 and 2, 976 957 shares of common
stock, respectively, were exercisable, at weighted average exercise prices of $3. 18 $1.11 and 31 07,
respectively. At May 31, 2006, 1,718, 637 shares of common stock were available for future grants of stock
options and 1,800,000 shares of common stock were avallable for future grants of awards other than stock
options. The weighted average grant date fair value of options granted during fiscal 2006 was $13!34 for
those granted at market value, $10.83 for those gramied at above market value, and $13.03 for those
granted at below market value, The welghted average grant date fair value of options granted during fiscal
2005 was $8.49 for those granted at market value, $10.91 for those granted above market value, and $9.37
for those granted at below market value. The weighted average grant date fair value of options granted
during fiscal 2004 was $4.31—all were granted at market value. _ y I

The following table as of May 31, 2006 sets forth by group of exercisc price ranges, the number of
options outstanding, welghted average exercise pl’lCC? and weighted average remaining contractual lives of
options outstandmg, and the number and weighted average exercise prices of options currently exercisable.

Options Ouslandmg ) Opllons Exercisable

-Weighted - . Weighted . - "1 . Weighted

i Average Average :  Average
Range of Number of Exercise: ' Contractual ~ °~  Numberof ' Exercise
Exercise Prices’ : : Shares Price Life Shares Price
§ —-% 100 1,606,206 $ 0.87! 5.5 1,606,206 , $- 0.87
1.01 - 2.00 1,426,204 1.23! 2.4 1,426,204 1.23
201- 400 199133, . 287! L 63 . 108951 .. 264
401- 800 ., 1,151,818 . 58Sy, .76 T 49283 T 590
801~ .16.00. 34,054 . 1363 . 86 . L =

S1601- 2400 475542 . 19.64] .. . -,37_. 308,766 20.07,
4892957 . $ 414 . . 55.. ., 3942959  § 3.18

wt | Lok ' ' L .1 ot

- Rt ——



14. RESTRUCTURING EXPENSES. -

On October 31, 2005, the Board of Directors of the Company approved a plan to close the Company’s
Houston, Texas manufacturing facility. The decision to close the facility was driven by a number of factors
including, in particular, the expense of operating two separate FDA licensed manufacturing facilities. This
closure which is subject to certain regulatory clearances is scheduled to be completed by December 2007.

Durmg fiscal year 2006, the Company recorded a charge of approximately $2.7 million in connection
with this planned closure, including approxrmately $2.3 million for impairment of long-lived assets based
on an independent valuation, and approxrmately $0.4 million for severance pay, retention bonuses and
other expenses. The Company expects to incur approximately $1.9 million of additional costs to close this
facility consisting of approximatety $0.6 million in costs to consolidate operations, approximately
$0.7 million to relocate associated employees and approximately $0.6 million for retention bonuses and -
other expenses. The costs to consolidate operations and relocate employees are expensed when incurred
and the retention bonuses are expensed over the period of service necessary to receive such bonuses.

Total future cash outlays for the rcstructurmg plan are expected to be approximately $2.3 lTllllIOIl to be
paid out over the next two years - ' .

o hid

15. INCOME TAXES o ‘s

Sources of income before income taxes are summarized below:
Year Ended May3|,

2006 2005 - 2004
(in thousands)
Domestic Operations. ... .. .. e e - $56,459  $31,711  $19,032
Foreign Operatlons e ' 6,701 6,270 1,232
Total. .o Lo 363,160 $37,981  $20,264
" The provision for income taxes is summarized as follows:
. Year Ended May 31,
, 2006 2005 . _ 2004
(in thousands)
Current: i ; - -
"Federal............... AP S o $-°20963 T$12,979 $5294 ' -
Foreign........coovviviianan. SO © 3,593 1,908 1,045 o
State ......... s e 1,218 1,377 760 .
25,774 16,264 . 7,099
Deferred: , , ‘ . . .
Federal................ U , (1,707)  (2,617) 687
Foreign................ v ar ety (752) 505 (492)
State ... PR 2 (81y . 432
o ' ) (2,457  (2193) 627

 IDCOME LAXES + o i e veeeeeeeeraeeaeaeenee el 8 23317 $14071  $7,726 .

Deferred income taxes reflect the net tax effects of: (a) temporary differences between the carrying
arnounts of assets and liabilities for financial reporting’ purposes and income tax purposes; and

(b) operating loss carry-forwards. Valuation allowances are established when necessary to reduce deferred
tax assets to the amounts expected to be realized. Based on assessments of all available evidence including,
but not limited to, the operating history and lack of profitability of certain subsidiaries, management does
not believe it is more likely than not that the Company will be able to realize the subsidiaries’ net operating
{oss carry-forwards and tax benefits and, as a result, deferred tax valuation allowances have been recorded
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| against these deferred tax assets as follows: Belgium, $1.0 million; France $0.3 million; Japan, $0.6 million;
and Spain, $0.2 million. The Company has also establlshed a valuation allowance against state operating -
| loss carry-forwards of $0 9 million. Net operating loss carry-forwards for France and Belglum donot -
expire; other net opefating loss carry-forwards exp1rel beginning in 2013. ) y
The tax effects of significant items comprising the Company s net deferred tax assets at May 31, 2006

and 2005 are as follows:
B Year Ended May31,
. 2006 2005~ , |
(in thousands) .
" Deferred tax llabllltles _ R ST
Amortization............. U S Ceesaalees (L7070 $(1,662)
* ~'Depréciation . . ... .. P AP L el PR " (55T (865) co
T Other vivvennnn.. SR TUREIU oo (e88) U (638)
Deferred tax assets: e
Reserves not currently deductible. .......0...... ... ........ . . 4908 3,465
Operating loss carry-forwards ........... L ae.on.2,938. 147
Uniform capitalization ....... e . o PP Lo 859 . 143,
- 5,953, 590
Valuation allowance . ...co.......c... . oo o (3,029) (123)
Net deferred tax asset .. ......ooeveene oo, $2,924 $ 467

! 3 B
l T - ¢

The change.in valuation allowances is due pnmarlly to reserves against net operating loss carry: -
forwards related to entities involved in the 2003 European restructure which the Company did-not
previously belicve were available for utilization, the net operating loss carry- -forward of the Company s
newly acquired subsidiary in Japan, and state net operating loss carry-forwards available as a result of the
Company’s “unwinding” of the state and local tax stricture implemented in 2003.

Deferred taxes are not provided for temporary dlfferences of approximately $11.7 million, $8.4 million
and $5.0 million as of May 31, 2006, 2005 and 2004, respectlvely, representing earnings of non-U.S.
subsidiaries that are intended to be permanently reinvested. Computation of the potential deferred tax
liability associated with these undistributed earnings is not practlcable

The Company has decided not to implement any repatriation planning as prov1ded by the American
Jobs Creation Act of 2004. Accordingly, no |mpact from this legislation has been reflected in the amounts
shown as permanently reinvested. : L L o

The Company s cffective tax rate differs from the federal statutory rate as follows

Year Ended May3l
2006 2005 2004

Federal statutory taxrate ...............0........... e 3% 35% 5%

State income taxes, net of federal tax benefat B 3 3 1

Extraterritorial income exclusion and Pl‘OdllJCtlon Activity ~ ST
()

Deduction (PAD) ......... ... ...t ol 2 M
. Difference in effective income tax rates of other countries . | —,
_Research and development credits . . .....0.... e —
. Change in deferred tax valuat1on allowance e .. e 1
Other ..... PO e ' ...... ceeeen L= - ‘
| ' 3% 3% 38%.




As a result of utilizing compensation cost deductions arising from the exercise of nonqualified
employee stock options for federal and state income tax purposes, lhe Company reahzed income tax
benefits of $6.4 million in fiscal 2006 and 2005 and $3.6 million in 2004 These income tax benefns are
recognized in the accompdnymg financial statcments as addlll()ﬂb 10 addmonal pa:d -in capltal rathcr than
as.reductions of the respective income tax proyisions ‘bec'a.use the related CQH)p?HSdtlQp.d@d}lgl]OI}S are not
recognized as compensation expense for financial reporting purposes. ! :

In fiscal 2004, a true up of the estimated tax benefit of the 2003 European restructure and adjustments
for misapplication of ’Eekas franchise tax rules for fiscal years 2002 and 2003 added $0.1 million and
$0.3 million, respectively, to income tax expense. In addition, a reserve of $0.2 million was established to
recognize the increasingly conservative positions taken by the various state taxing authormes w1th respect
to the related party transactions. The Company added appr0x1matcly $0.9 mllllon to, thls reserve in fiscal
2005. In fiscal 2006, the Company added appr0x1mdtely $26,000 to this reserve, representmg estimated
interest expense.

In fiscal 2005, the Company claimed credits for qualified rescarch and development activities
performed during the years 2001 through 2005 of approximately $0.6 million. In fi scal 2006, the Company
claimed approximately $0.1 million in credits for qualified research and development activities performed
during the period June 1, 2005 through December 31, 2005, the date the credit expired. The Company has
recorded reserves of $0.3 mllltDﬂ approximately 30% of the total credits claimed for all years: '

16. EARNINGS PER SHARE

The followmg table sets forth the computation. of earnings per common share and common sharc—
assummg dllutlon in accordancc w1th SFAS No 128 Earnings per Share

o Cob e l;j* P » . YearEnded May 31, . .t

cor ‘L S 2006 - 2005.. _ 2004
T (in thousands, except per share data)
. Numerator for basic and-diluted earnings per share: x e Lo
Income available to common shareholders-. -........ - $39,843  $23910 $12,538
* Deriominator: Eer T L T
For basic earnings per share—welghted average t T
shares basis ... ... T ST DA T T S e 68,004 0 467,699 L 66,387
Effect of dilutive stock options ... .. oo fee it 3,397 3,651k 4,104
Denominator for diluted earnings per share— 2 T
adjusted wc1ghted average shares basis ......... 71,401 401 - 71,350 70,491
Earnings per common Share — DasIC . - vneeeennn $ 059 $§ 035 § 019

Earnings.per common share —diluted .............. $ 0356 $ 034 $ 0.18

The effect of 429,949, 44,324 and 1,305,755 out-of-the-money options and warrants was excluded from
the above calculation as inclusion of these securities would be anti-dilutive for the years ended May 31,

2006, 2005 and 2004, respectively. _ _ I

P |

On June 6, 2006, the Company issued options to employees to purchase 157 217 shares of common
stock at an exercise price of $17.51 per share, which was the closing price on the date of the grant. The
Company aiso issued 127,105 shares of restricted stock. These options and restricted $tock are excluded in
calculating the above diluted earnings per share but wiil'have a dilutive effect on the future earnmgs per
share calculations.
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17. COMPREHENSIVE INCOME . ) - _
The components of comprehensive income for the years ended May'31, 2006, 2005 and 2004 are as  **

foliows: ,
For the year ended May 31,
. ' 2006 2005 2004
. ' ) (In thousands)
NEtiCOME .« ..ot e ce e, P $39,843 $23910 $12,538
Foreign currency translation adjustment . .. ... I 2,285 639 433
Hedge loss reclassified to interest expense . .. Lo 10 21 21
Comprehensive income. .. ........... e ... $42,138  $24,570 $12,992
18. SUPPLEMENTAL CASH FLOW INFORMATION : o
- For the year ended May 31, . '

2006 2005 2004
B (In thousands)

* Non-cash Investing and Fmancmg Activities: | I

Capital leases ..... P S $ — $ 385 § 939

Acquisition liability assumed .............. Lo $ 6073 § - 5§ — ’
Supplemental information ' ' ) , -

Taxes paid ."...... EEEERET PO P e $18,053. -§ 5,353 - $4,656

INtErest Paid . . ... vvveeneneieeennen] ..., 8§ 478 § 834 $1,368

|
19. DOMESTIC AND, Fi OREIGN OPERATIONS | ’

The Company’s operations and segments are organized around geographic areas. Immucor’s “Other
segment includes the operations of Belgium, Portugal and Spain. The foreign locations principally funcnon
as distributors of products developed and manufactured by the Company in the United States and Canada.
The accounting policies applied in the preparation of thfI: Company’s consolidated financial statements are
applied consistently across the segments. Intersegment sales are recorded at market prlcc ‘




Segment information concerning the Company’s domesiic and foreign operatlons for the yéars ended -
May 31,2006, 2005 and 2004 13 summanzed below (in thousands):

A

For the Yéar Ended May 31, 2006

. . N . US. . Germany -Italy . Canada Japan(l) Other Elims  Consolidated
Net reagent reventes: _ - : ] . . i
Unaffiliated customers ........... . $119,145 310,775 $12077 § 9252 5 7372 % 8439 §$ —. 5167060
Affiliates . ........... R oo 10,504 1,938 — 206 — 197 {12,845 —
Total .%o e 129,649 12713 12,077 *- - 9,458 7372 8,636 - (12,845) - - 167,060
Net instrument revcnues - . . T . ) - e e
Unaffiliated customers ... .7 .... . 7,263 1,984 1,191 345 15 1,719 L= 12,517
Affiliates . .............. il 802 3,005 1 — = 2 (3,900) —
Total oo 8,065 5,079 1,192 345 15 1,721 (3,900) 12,517
Net collagen revenies: . . . . R
Unaffiliated Customcrs ........... 3,929 — = = = — - 3,929
Affnhates .............. e - — — — — - . - — —
Total ...... DU SRR NI 3929 = - - = — — 3,929
NefSales..T.........oo...: SO ‘141643 17,792 13269 9,803 7387 10,357 (16,745) 183,506
Income (loss) from operations ... .. .. 56,728 745 1,678 3,856 “(433). . 681- . (205),-. 63,040
Dcprccmtlon ................. Ve 3,19 748 1,566 216 104 672, LT 6,502
Amortization: .. ..........; S 360 — = = 60" Y 427
Restrictiiring éxpenses. ... ... e L2689 - = _— . — - e 2,689
Incomé tax (bcncflt) expense .. ... .. 20477 367 842 1,563 — . 147 (79) 23317
Capital cxpcndlturcs LTI sl 8,964 684 453 286 78 7359 . = 10,824
Property & cqu1pmcnl—ne1 atyearend -+ 16,057 2,508 3,080 1,344 605 2000 | 57 25,684
Total assets at year end.,....... S 165 102 12,139 , 20 026 14 249 154,125 - 9,382, (43,33‘56_)‘ 191,687
. - Fir thie Year Ended May.31; 2005. .
-U.S. - Germany -ItalvX '.Canada- Japan{l)- Othler- -Elims Consolidated
thrcagcntrcvcnuc‘; . - s e e e L A )
Undfflllated cu%tomcrs LR ‘ $ 88, 616L $11,674 $11,637 ° $ 8,095 -~ A 18718 $ ! = $128,800
Affl]lalt‘: ! ; 9237 CL2,199 0 0 b . '245 =t 139 c(11L,820) T e 2
oTatale s, o i ,97,853 13,873 11,637 . 8,340 — . 8917 (11,820) .. 128,800
Net lnblrumcntrevcnucs L CL s .- " o . .
Unaffiliated customcm ceideaieen, 6,250 2 578 S92y 170, - 2,589 - 12,514 )
Affiliates .. .......0..... P URU  ¥ 4612 s T Lt e =t By (5566) 0
Total ..ol 1,187 7,190 942 170 — 2,591 {5,566) 12,514
Net collagen revenies; .
Unaffiliated customers ............ 3,472 — — — — — — 3,472
Affiliates . .............. ... . - — — — = — — —
Total ..........ccvvviuvnlin, 3,472 — = — — — — 3472
NetSales.........cviviviiinanns 108,512 21,063 12,579 8,510 — 11,508 {17,386} 144,786
Income (loss) from opcranons ........ 3, 548 2,169 (11) 3,217 — 355 (26) 37,252
Depre(:lauon ...................... 3, 231 970 1,657 259 —_ 898 — 7015
Amortlzatlon ...................... 378 — — - — — — 378
Restructurmg EXPENSES . . v v e — — — — = —- — —
Income tax (benefit) expense .. ..... .. 11,650 862 243 1,213 — 95 8 14,071
Capital expenditures. . .............0 3,397 249 1,881 217 — 849 — 6,593
Property & cquipment—net, at year end 12,754 2,473 4,240 1,182 — 2,386 —_ 23,035
Total assetsdtyearend. ;. ........... 140,319 13,730 16,814 11,881 — 10,054 (35,185) 157,613
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For the Year Ended May 31, 2004 .
U.S. . Germany | Italy. Canada Japan(l) Other Elims '~ Consolidated

Net rcagent revenucs:

Unaffiliated cusnomer's Ll 8 61,785 810444 - $ 9,042 737,093 - TostT 0§17862 $ . — "'$102,326
Affiliates . . Jooo o I . 9,269 2,691 . 116 _——' w1627 (12,238) . v —
Total ..:.:co oo oee . 77,054 v 13:135 . 9,042 T309 . —. v 28,024 (12:238), 102,326
Netinstrument revenues: .. . Y S IR A S
Unaffiliated customers ........... 4, 316 . 2682 73 1 = 2 091 R Y L
AFIlIAEs ..ot 154" 3969 v 1 L=ty 39 {416y Tl
Total ....:oinaininoy . 7 6,651 573 1L . — '_2,130 (4,162). 9,773
Net collagen revenues: L R - ' R
Unaffiliafed customers .. F. .}, =00 459 - L7 B S A U
Affiliates . = 0o 00 R R R T R
Total .. ... I O P A - - Tl Ut e . — o= 1 459
NétSales:...... .. Clooente . T VoBL9RS U L19786 | 9615 sud420 . . = {0154 (16,400) 112,558
Income (loss) from operations . ...... (7486 (1,130 | 309 2344 0 — (333) - 30267 21,702
Depreciation. . ................... 3003 884 1,134 114 — 690 . — 5,825
Amortizatiofl. . .. ... 1 TS e S R = 389
Restrictifing éxpenses. .. .. b o — e TP = e
Income tax (benefityexpense . ;. ...., ., 170 . (543) | 191 | B4Bs+" — . .57 . -2 .. 1726,
Capital expenditures. . ........... L %123 938 , 1965 186 — - 894 - . 7 106
Property & cquiprent—net, at yeareiid 1,291 * 3,299 | '3987 1,123 — 2335 — 23035

Tmalassezsa:yearend....‘..f.‘.:...’ 114,062 - 16,992 ‘15836 '9610 vt "1085’3"(45936)-' 124,417

" . C ;

i . L. : . L . |

(1) Resuilts of operations for Japan ar€ inclinded from July 5 2005 onwards the date on Wthh the

S I . s

Company acquiréd lmmucor-Kalnos IR¢. ‘ e : - T

Durmg th(. years ended May 31, 2006, 20(]5 and 2004 the Company 5 U S. operatlons made net export
sales to unaffiliated customers of approximately $4. 3 million, $6.9 million and $4.9 m:lhon respectlvely
The Company’s German operations made net export sales to unaffiliated customers of $4.3 million,
$5.5 million and $4.9 million for ihe years énded May 31)2006;2005, aiid 2004, respectively. The
Company’s Canddiaii operitions idde fiet'export sales to imaffiliatéd ciistomers of $2.1 milliof,
$1.9 million and $2.2 million for the years ending May 31; 2006, 2005, arid 2004, respectively. Prodict sales
to affiliates are valued at miarket prices: E

l .
20. RETIREMENT PLAN R ' o ; s

A ul

0 y"-,f‘;”‘ﬁ

The Company maintains a 401(k) retlrement plan covermg its domestlc employees who'meet certain
age and lefigth of service requirements, is defined i m the Plan document. The Company matchés a portion
of employee contributions to the.plan, During the years cnded May 31, 2006, 2005 and 2004, the
Company’s matchirig coritribiitions to the plan were approxiriately $544,000, $336,000 and $269,000,
respectively: Effettive January 1, 2005, employees vest imimediately in the Company’s matching
contribuitions. Prior to this date, vesting in the Company s matching contributiofis was based on years of
continuous service. , :

+

L e N EEPEFVRLE N L B LAY % SL AT EX Sl SO LRSS

The Company’s Canadian affiliaté maintains a defined contribution pension plan covering all
Canadian employees, except temporary employees, The Company matches a portion of employee
contributions to the plan, and each employee vests in the Company’s matching contributions once they
have been a partwlpanl cortinuously for two years. ~Durmg the years ended May 31, 2006, 2005 and 2004
the Company s matching c contnbutlons to the p]an were apprommateiy $80 000 $58 000 and $59 000
respectively. ;- . . .

) T -_-—1,|.
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21. COMMITMENTS AND CONTINGENCIES

Lease Commimments .~ .-,

_The.Company leases domestic office, warehousing and manufacturing facilities under an operatmg
lease agreement expiring in fiscal 2017 with a right to renew for an additional five years. The Company
leases an additional domestic warehousing facility under an operating lease agreement expiring in fiscal
2008 with a right to renew for an additional five years. In fiscal 2006, the Company leased a new
warehousnng facility with the lease agreement expiring in fiscal 2017.

- The Company leases foreign offlce, manufacturing and warehouse facilities and automobiles under
operating lease agreements expiring at various dates through fiscal 2010, Total rental expense, principally
for office, manufacturing and warchouse space, was $2.5 million in fiscal 2006, $2.2 million in fiscal 2005
and $1.9 million in fiscal 2004. In Germany, the office facility is leased from a company owned by the
family of a former officer. Rental expense under this lease were $289,000, $258,000 and $244,000 for fiscal
2006, 2005 and 2004, respectively, and are believed to be at fair market value. .

_In fiscal 2005, the Company received a cash incentive totaling $136,000 regarding its domestic office,
warehousing and manufacturing facilities. This incentive was accounted for as deferred rent and is being
amortized over the term of the lease. The current portion of this incentive ($12,000 at May 31, 2006) is
included in other accrued liabilities; the remaining unamortlzed portion is included in other long-term
liabilities. This lease also contained a leasehold rmprovement‘ incentive allowmg for a maximum
reimbursement of $1.5 million, of which $1.4 million has been reimbursed as of June 30, 2006. The
Company received approximately $984,000 and $423,000 in June 2005 and June 2006, respectively, for
improvements incurred and submitted to the landlord for reimbursement. Accordingly, these
reimbursements due from the landlord were accrued as receivables and are included in prepaid expenses
and other wrth correspondmg credits recorded as deferred rent and amortized as reductlons of rent
expense over the term of the lease o

. [B -
The followmg is a schedule of approximate future annual lease payments under all operatmg leases
that have initial.or remalmng non- cancelable lease terms in excess of one year as of May 31 2006(in .
thousands): . Lo ST e T f R CTen

e
Year Ending May 31; T ) ’ .
2 L% 1,942
2008 . e . 1,726
2000 oo e b T , 1,593
2000 ... o e T T : " 1,042
2001 el T e e L. - 922 7
. Thereafter .:.......: S T J L S S S ST O S 5809 - e
i A St A0 e LT 813,034 0 -

- rel R T R T l”\u S . . L] .t . . . LD

The Company may, at its option, extend its Offlce and warehouse facilities lease terms through various"
dateS ' o . !” DA . b ey e ' . R :"‘_.]-a.' | .

BT P L e O L .

Royalty Cornmrtrnem for Technologszghts. F P AU R A N

Tn March 1983 the Company acquired rlghts to technology to be used in deveIOpmg diagnostic testing
products In confiection with this acqursrtlon the Company Has agieed to pay to the Community Blood *
Center of Greater Kansas City royalties equal to 4% of the net sales through August 26, 2006 from ~
products utilizing the technology. Royalties under this agreement amounted to approximately $848,000,
$523,000 and $451,000 in fiscal 2006, 2005 and 2004, respectively.
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Other Commitments . 5 .. . 1 v v VN Y et : N T i

The Company entered into an instrument purchasla agreement with Blo-Tek Instruments ‘Inc. for the
development of a fast, lightweight, fully automated mstlrument on January 19, 2004. This thn'd generanon
assay mstrument named the “Galllco Echo™”, will replace the Company s ABS2000 and i is targeted to
serve the small to medlum srzed | hospital market the largest segment of the Company ] cuqtomers which.
number approxrmately 5, 000 to 6,000 worldwrde The Galrleo Echo™ is significantly smaller and faster
than the AB82000 and has substantrally all of the features of the Company s larger Gahleo product,
apart from lower throughput. The cost of developmentltotaled $0.8 million, $1.6 million and $0.8 million in
fiscal 2006, 2005 .and 2004, respectively: The Company lacceptcd the' manufacturer’s engineering model in
fiscal 2005, whereupon the Company was deemed to 1ssue a purchase order for 100 units. In accordance
with the November 2004 amendment to the instrument purchase agreement the Company committed to "-
purchase an additional 100 units. There is no minimum purchase requirement to maintain exclusivity. The
Company’expects to launch the instrument in Europe and the'U.S. in the third quarter of fiscal 2007. The’
actual launch date is dependent on FDA clearance of the instrument in the United States and assumes'
clearance will take approximately 90 days after the submrssron is received by the FDA. The Company
purchased 31 instruments costing approximately $1.0 m1lhon in fiscal 2006 and is planning to spend
approximately $2.2 million to acquire-an additional 69 i mstrumcnts to fulfill the obllgatlon to purchase the
first 100 units. A down payment of $700,000 was paid i lp fiscal 2005 - :

1

[n September 2003, the Company entered into a frve-vear purchase agreement with Celliance Ltd
(“Celliance”) (a subsrdlary of Millipore Corporanon) The Company will supply Celliance with a 12-month
rolling forecast of purchases that constitute a binding purchaqe order, In return, Celllancc will supply the
product at the price specrflcd in the purchase agrecment with prices (o incréase annually begmnmg o
January 1, 2004. Celliance will supply products at the listed prices and at reduced performance pricesif
certain sales volume has been reached. The agreement| also provides for a preferential treatment for supply
of products in relation to Celliance’s sales orders from lother customers. At May 31, 2006, the Company s

|
commitments under this arrangement are $2.1 million for frscal 2007 . o«

LT S s . Lo ' ' . . e ' . y i

Contingencies

* As previously reported, the Company’s Italian ‘;ub'sidiary and Dr. Gioacchino De Chirico, the former
President of the subsidiary, have been the subjects of a| criminal investigation in Milan, Italy centered-on .
payments by several companies 10 certain Italian phys:c1ans allegedly in'exchange for favorable contract -
awards by their hospitals. The public prosecutor in Mllan has announced the completion of his
investigation into these payments, and has alleged that Dr. De Chirico, as the former President of the .
subsidiary, participated in certain of those payments to gain favorable procurement action for the + - -
subsidiary at the physicians’ hospitals. The subsidiary has also been charged because under Italian law the
subsidiary can be held rcspons1ble for the actions allegledly taken by an officer. The prosecutor’s charges
have been presented to aJudge who Tt must decide whether the case will be sent t0 trial. The prehmmary o
hearing before the judge has been'set for October 10, 2006 and based on advice from Italian legal
counsel, we believe the judge will send the case 1o tnal| The subsidiary is considering seeking a plea-
bargaining agreement with the prosecutor. However, Dr. De Chirico has vigorously denied any oo
wrongdoing, and we understand he does not intend to Ienter into a plea bargain. If Dr. D¢ Chirico or the
subsidiary docs not'settle this matter, we believe a trral would not begin until 2007,-and appeals’ of an
unfavorable verdict could take'several years. = - 2 c

In 2005 the Audit Commlttee of our Board of Dlrectors completed an |nternal mvestrganon prompted
by the Italian lnvcstlgatlon and determined that a €13, 500 payment toa physrcran as the organizer and
chairman of a convention sponsored by the Italian %ub'srcllary was not improper, but the invoice for those ™
services resulted in a violation of the books and records provisions of the Foreign Corrupt Practices Act.
The investigation also concluded that payments to another physician totaling approximately $47,000 may
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have been related not only to the performance of certain services but also to the introduction of an
instrument system into that physician s hospital and perhaps other hospitals. The SEC has issued a formal
investigative order in these matters. The Company has made a number of voluntary submlssmns to the
SEC and it continues to cooperate with the SEC. The SEC has not expressed to the Company any
conclusions about the ult:mate outcome of its investigation. No determination can yet be made as to
whether, in connection with these circumstances, the Company will become subject to any fines, penalties
and/or other charges imposed by any governmental authority, or any other damages or costs that may arise
in connection with these mrcumstances

1 ’

Between August 31 and October 19, 2005, a series of ten class- actlon lawsuits were filed in the United
States District Court for the Northern District of Georgia against the Company and certain of its current
and former directors and officers alleging violations of the securitics laws. The Court has consolidated
these cases for disposition under the caption In re Immucor, Inc. Securities Litigation, File
No. 1:05-CV-2276-WSD, designated lead plaintiffs, permitted the filing of an amended consolidated
complaint, and established a schedule for briefing the Company’s motion to dismiss the claims. The
consolidated complaint, brought on behalf of a putative class of sharcholders who purchased our stock
between August 16, 2004 and August 29, 2005, alleges that the Company’s stock prices during that period
were inflated as a result of material misrepresentations or omissions in the Company’s financial statements
and other public announcements regarding its'business. On March 7, 2006, the Company timely moved to
dismiss the consolidated complaint. The motion to dismiss has been fully briefed and is awaiting court
disposition. Discovery has not yet begun. The Court made no determination whether any of the plaintiffs’
claims have merit or should be allowed to proceed as a class action. Management believes the claims are
without merit, and intends to vigorously defend the Company. While management does not currently
expect these lawsuits to materially affect the Company’s financial condition or results of operations, thére
can be no' assurance of any particular outcome. '

In September 2005 F. Baragano Pharmaceutlcals filed suit agamst the Company in the U. S Dlstrlct
Court for the District of Puerto Rico, alleging that the Company cancelled a distribution contract without
just cause, and is seeking $350,000 plus interest, costs and attorney fees. In June 2006, the Company settled
the lawsuit for $45,000. :

The Company’s compliance with its Affirmative Action Plan is being audited by the U.S. Department
of Labor’s Office of Federal Contract Compliance Programs (OFCCP) concerning personnel activity from
July 1, 2003 through June 30, 2004 and July 1; 2004 through February 13, 2005. If OFCCP determines that
a violation of Federal antidiscrimination statutes has occurred, it has the power-to order remedial action.
Due to the preliminary nature of this matter, management is not yet able to determine whether the
Company will become subject to any such remedial action.

Other than as set forth above, the Company is not currently subject to any material legal proceedings,
nor, to the’ Company s knowledge, is any material lega! proceeding threatened against the Company
However, from time to tlme the Company may become a party to certain legal proceedmgs in the ordinary
course of busmess '

22. RELATED PARTY TRANSACTIONS

Michael §. Goldman joined the Company’s Board of Directors effective May 15, 2006. Mr. Goldman
is a Managing Director and founding principal of TM Capital Corp., a New York and Atlanta investment
bank which has represented the Company in a number of transactions prior to Mr. Goldman becoming a
director of the Company. The Company paid fees to TM Capital Corp. totaling $470,000, $60,000 and
$20,000 i in fiscal years 2006 2005 and, 2004 respectrvely

R . . : v l}
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IMMUCOR, INC. AND SUBSIDIARIES

SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS |, .

YEARS ENDED MAY 31, 2006, 2005 AND 2004

A

Chafget:.l to
Beginning:  Costs and

" Ending

Balance Expense
2006 . o C .o
- Allowance for doubtful accounts.................. $1,874. § 254
Provision for restructuring expense. ... .......... .., & — § 342
Deferred income tax valuation allowance ............ $ 123 7 $2,906
2005
Allowance for doubtful accounts .. .................... $1,330 $ 942
Deferred income tax valuation allowance .............. : $ 266 $. —
2004 ,
Allowance for doubtful dccounts............... ... ... $1,678 © o $ 206
Deferred income tax valuation allowance .............. 3 223 $ 43

Balance

+ $1,950
$ 342
$3,029

$1,874
$. 123

$1,330
§ 266

Note 1: “Deductions” for the “Allowance for doubtful aecounts represent accounts written off during the
period less recoveries of accounts previously written off and exchange dlfferences generated

QUARTERLY FINANCIAL DATA (UNAUD[TED) '

i Ea'rning's Per
Income Earnings Common Share -
’ Net Gross from Net ‘' PerCommon. . " Assuming
Fiscal Year Ended . Sales ,__Profit . Operations{2) Income Share(1) Dilution(1})
(In thousands, except per share amoonts) '
May 31, 2006 ) ' ‘ o
First Quarter .......... § 42,434 §$ 26,695 * $12481 ' § 8006 ' $0.12 $0.12
Second Quarter........ 44,025 28,541 - 12,766 8,055 $0.12 $0.11
Third Quarter ........ LT 47,090 32,134 0 19079 11,7210 08017 $0.16
Fourth Quarter ........ 49,957 34,167 18,714 7 12,061 $0.18 © $0.17
$183,506 $121,537 . $63,040 . $39,843 $0.59. $0.56
May 31, 2005 , j R o
First Quarter .......... 0$32,102 $ 18312 © $ 8,105  $ 4949 . | $0.07 " $0.07
Second Quarter... . .. . 32,640 18321 6,648 4,209 $0.06 '$0.06
Third Quarter ......... 37,982 23,866 9,658 6,224 $0.09 $0.09
Fourth Quarter . ....... 42,062 26,746 12,841 8,528  $0.13 " $0.12
$144,786 '$ 87,245  $37,252  §$23,910 $035 .,  $034

(1) All share and per share amounts have been retroactively adjusted to reﬂect the May 2006

December 2004 and July 2004 three-for-two stock SplltS

(2) Income from operations for the sccond quarter of the year ended May 31 2006 mcludes a one-time
charge amounting to approximately $2,457,000 for reslrucmrmg expenses pertammg to the proposed

closure of the Houston manufacturing facilities. =
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Item 9.—Changes in and Disagreements with Accountants on Accounting and Financial Disclo§ure.

. L

Not applicable. - L . -

Item 9A.—Controls and Procedures.
(a) Evaluation of Disclosure Controls and Procedures

The Company’s new majority owned subsidiary—Immucor-Kainos, Inc.—was excluded from ’
management’s annual evaluation as of May 31, 2006, due to the subsidiary being only recently acquired on
July 5, 2005 and also due to the Company being in the process of implementing its computer systems at
Immucor-Kainos, Inc. This subsidiary will be included in future evaluations of the effectiveness of the
Company’s disclosure controls and procedures when the system has been implemented, beginning no later
than the quarter ending August 31, 2006.

As previously reported in the Company’s Annual Report on Form 10-K for the fiscal year ended-
May 31, 2005, the Company carried out an evaluation, under the supervision of and with the participation
of the Company’s management, including the Company’s Chief Executive Officer and Chief Financial
Officer, of the effectiveness of the design and operation of the Company’s disclosure controls and
procedures pursuant to Rule 13a-15(b) and 15d-15(b) under the Exchange Act as of May 31, 2005. ‘Based
upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the
Company s disclosure controls and procedures were ineffective as of May 31, 2003, and identified two
material weaknesses in the Company’s internal control over financial reporting. A material weakneéss is a
control deficiency, or combination of control deficiencies, that results in more than a remote likelihcod
that a material misstaternent of the annual or interim financial statements will not be prevented or
detected. The identified material weaknesses were as follows:

.Revenue Recognition and Billing Processes.—Management concluded that as of May 31, 2005,
material weaknesses cxisted related to ineffective controls over the Company’s reveriue
recognition and billing processes resulting from: the lack of controls over the review of all

- arrangement documentation in order to properly.record revenue, the lack of controls over
ensuring that all arrangement terms and conditions are known for proper revenue recognition
evaluation, and the lack of personnel with sufficient skills and experience to properly record
revenue from multi-element arrangements.

Financial Statement Close Process—Management also concluded that as of May 31, 2005, material
weaknesses existed related to the Company’s financial statement close process resulting from: the
lack of adequate processes, controls, and review and approval procedures to ensure that financial
statements and disclosures generated for external purposes are prepared in accordance with
generally accepted accounting principles; the lack of personnel with sufficient skills and
experience to properly analyze certain technical accounting issues in accordance with generally
accepted accounting principles; and the lack of adequate policies and procedures in certain

“international locations with respect to preparing journal entriés and reconciling certain significant
accounts.

*

Beginning in the first quarter of fiscal 2006 and concluding in the third quarter of fiscal 2006,
management completed the remediation work on the material weaknesses mentioned above. This involved
the implementation of corrective measures in the following areas identified as requiring remediation:

* Formalizing controls around periodic monitoring of impairment indicators for inventory and long-
lived assets;

¢ Strengthening the policies and procedures surrounding fixed assets, including periodic physical
counts and reconciliations of significant assets;
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¢ Strengthening the controls related to stock option grant authorization, accounting and reporting;

s Strengthéning the review and approval process around the Company’s sales contracts to ensure that
they méet the criteria fof revenue recognition, and sceking additional mternal expertlse in the area
of revenue recognition;

» Expanding review procedures at each quarter end in support of feotnote disclosures through the
establishment of a structured disclosure committee that commenced its work beginning with the
review of the filing of the Company’s Form 10-Q for the quarter ended February 28, 2006;

» Strengthening the controls and review procedures relating to income taxes;

e Further addition of internal audit staff to increase the periodic review of compliance with
management’s stated pOllCleS cmd procedures; and

e Further addition of accounting staff and expertise to improve the Company s control environment
and to compensate for the weaknesses identified.

Based on the evaluation completed in the fourth quarter of 2006, management has concluded that
these control improvements are properly des:gned and operating effectively as of May 31, 2006 and the
two material weaknesses existing as of May 31, 2005 have been remediated. Management’s annual report
on Internal Control over Financial Reportmg for fiscal 2006 is contained in Item 9A—(c) below.

Our independent registered public accounting firm, Grant Thornton LLP, has issued an attestation
report on management’s assessment of our internal control over financial reporting. This report is
contained in Item 9A—(d} below,

s

{b) Changes in Intemal Control over Financial Reporting

Except as notéd above, there was no significant change in our internal control over financial reporting
that occurred during our most recently completed fiscal quarter that has materially affecled or 1s
reasonably likely to materially affect, our mtemal control over fmdnma] reporting. ' :

{c) Managemen! 5 Annual Report on Intema! Control over Financial Reportmg

The management of Immucor is respon51ble for establlshmg and mdmtammg adequate internal
control over financial reporting, as such is defined in Rules 13a-15(f) and 15d-15(f) promulgated under the
Securities Exchange Act of 1934, as amended. The Company’s internal control over financial reporting is a
process that is designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance wnh génerally accepted
accounting principles.

Internal control systems, no matter how well designed, have inhcrent limitations. Therefore even.
those systems determined to be effective can provide only reasonable assurance with respect to financial
statement preparation and presentation, and may not prevent or detect misstatements. In addition,
projections of any evaluation of effectiveness to future periods are subject to risks that controls may
become inadequate because of changes in conditions, individuals make errors in judgment, or mdlwduals
do not comply with policies or procedures. ’

. Immucor’s management performed an assessment of the effectiveness of the Company’s internal
control over financial reporting as of May 31, 2006, utilizing the criteria described in “Internal Control—
Integrated Framework” issued by the Committee of Sponsorlng Organizations of the Treadway
Commission (“COSO”). The objective of this assessment is to determine whether the Company’s internal
control over financial reporting was effective as of May 31, 2006, Immucor’s management has_concludcd
that, as of May 31, 2006, its internal control over financial reporting was effective based on these criteria.
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. Immucor‘acquired Immucor-Kainos, Inc. in July 2005. During the post acquisition period in fiscal
2006, Immucor-Kainos was excluded from management’s evaluation of disclosure controls and procedures.
The Company is currently in the process of implementing its computer systems at Immucor-Kainos, Inc.
This subsidiary will be included in future evaluations of the cffectiveness of the Company’s disclosure
controls and procedures when these systems have been implemented.

Irﬁch'o'r‘ management’s assessment of the effectivenéss of its internal control over financial reporting
as of May 31, 2006 has been audited by Grant Thornton LLP, the independent registered public
accounting firm that audited our financial statements included in this Annual Report on Form 10-K. Grant
Thornton LLP has issued an attestation report on management’s assessment of the Company's internai
control over financial reporting, which is included in Item 9A—(d) below.

/ssEDWARDL. GALLUP _ Is/ PATil'ICK D. WADDY
Edward L. Gallup Patrick DD, Waddy |
Chairman of the Board and . Vice President—

' Chief Executive Officer

Chief Financial Officer and Secretary
(d) Reporll of Independent Registered Public Accounting Fi irm on Intér?m! Control over Financial Reporting

'REPORT OF GRANT THORNTON LLP, INDEPENDENT REGISTERED PUBLIC °
ACCOUNTING FIRM, ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Board of Directors
Immucor, Inc.

We have audited management’s assessment included in the accompanying Management’s Report on
Internal Controls Over Financial Reporting that Immucor, Inc. maintained effective internal control over
financial reporting as of May 31, 2006 based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(“COSO”). Immucor, Inc.’s management is responsible for maintaining effective internal control over
financial reporting and for its assessment of the effectiveness of internal control over financial reporting.
Our responsibility is to express an opinion on management’s assessment and an opinion on the
effectiveness of the company’s internal control over financial reporting based on our audit.

, We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in
all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, evaluating management’s assessment, testing and evaluating the design and operating
efféctiveness of internal control, and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinions. - s

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal
control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the™
assets of the company; (2) provide reasoriable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and éxpenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention
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or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any cva[uatlon of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in cond1t10ns or that the degree of compliance
with the policies or procedures may deteriorate.

As described in management’s Report on Internal Controls Over Financial Reporting, management
has excluded Immucor-Kainos, Inc. (“Kainos”) from its assessment of internal controls over financial
reporting as of May 31, 2006 because it was acquired by the company in July 2005. We have also excluded
Kainos from our audit of internal control over financial reporting. Kainos is a wholly owned subsidiary
whose total assets and total revenues represent 7% and 4%, respectively, of the related consolidated
financial statement amounts as of and for the year ended May 31, 2006.

In our opinion, management’s assessment that Immucor, Inc. maintained effective internal control
over financial reporting as of May 31, 2006, is fairly stated, in all material respects, based on criteria
established in Internal Control-Integrated Framework issued by.the COSO. Also in our opinion,
Immucor, Inc. maintained, in all material respects, effective internal control over financial reporting as of
May 31, 2006, based on criteria established in Internal Control~-Integrated | Framework issued by the
COs0.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheet of Immucor, Inc. as of May 31, 2006 and the related
statements of income, shareholders’ equity, and cash flows for the year then endéd and our report dated
July 28, 2006 expressed an unqualified opinion on those financial statements. ‘

/s/ Grant Thornton LLP
Atlanta, Georgia
July 28, 2006 4 T

Item 9B.—Other Information.

Not applic_éble.
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Item 10.—Directors and Executive Officers of the Registrant,

The mformatlon requ1red by this Item shall be contained in the proxy statement for the 2006 annual

meetmg, whlch shall be flled w1th|n 120 ddys of May 31, 2006 o , '

;o : R '

Item 11.—Executive Compensation.

“The information required by this Item shall be contained in the proxy statement for the 2006 annua[
meetmg, which shall be filed wnhm 120 days of May 31, 2006 : - o

Item 12.—Security Ownership of Certam Beneficial Owners and Management and Related Stockholder
Matters.

The information required by this Item shall be contained in the proxy statement for the 20(}6 annual
meeting, Wthh shall be filed within 120 days of May 31, 2006.

'
re . - P

ltem 13.—Certain Relatlonshlps and Related Transactions, . : -

The mformatlon required by this ltem shall be contamed in the Proxy Qtatcment for the 2006 annual .

meeting, which shall be filed within 120 days of May 31, 2006.

Item 14 —Principal Accountant Fees and Services. -

' The information requtred by [hlS ltem shall be contamed m the proxy statement for the 2006 annual
meeting, which shall be filed within 120 days of May 31, 2006. . o ‘

St
PART IV

Item 15.-—Exhibits and Financial Statement Schedules.

(2) Documents filed as part of this report:

1. Consolidated Financial Statements.

The Consolidated Financial Statements, Notes thereto, and Report of lndependen_t )
Registered Public Accounting Firm thereon are included in Part II, Item 8 of this report.

2. Consolidated Financial Statement Schedule included in Part I, Item 8 of this report.
Schedule l—Valuation and Qualifying Accounts.

Other financial statement schedules are omitted as they are not required or not

applicable,

3 Exhibits.

3.1 Amended and Restated Articles of Incorporation (incorporated by reference to
Exhibit 3.1 to Immucoer, Inc.’s Quarterly Report on Form 10-Q filed on Jam:ary 16,
2001).

32 Amendment to Amended and Restated Articles of Incorporation dated November 11,

2004 (incorporated by reference to Exhibit 3.1 to Immucor, Inc.’s quarterly report on
Form 10-Q filed on January 14, 2005).
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34 .

4.1

10.1

Amendment to Amended and Restated Articles of Incorporation dated December 22,
2005 (incorporated by reference to Exhibit 3.3 to Immucor, Inc.’s quarterly report on
Form10-Q filed on April 6, 2006): o - Coer

.+ Amended and Restated Bylaws (incorporated.by reference to Exhibit 3.2 to

S

10.1-1

10.1-2

10.1-3

S

10.1-4

10.1-5

10.2-

10.3

104+ ..

10.5.

BT
10.6

Immucor, Inc.’s Annual Report on Form 10:K filed on August 16, 2004).-

. Amended and Restated Shareholder Rights-Agreement dated as of November 20, 2001

between Immucor, Inc. and EquiServe Trust.Company, N.A. as Rights Agent
(incorporated by reference to Exhibit 4.1 to Immucor, Inc s quarterly report on
Form 10-Q filed on January 14 2002)

Standard Industrial Lease, dated July 21 1982 between the Company and Colony
Center, Ltd. (incorporated by reference to Exhibit 10.2 to Immucor, Inc.’s Annual

‘ Report on Form 10- K for the flscal year ended May 31, 1985)

Lease Amendment dated June 28 ]989 between the Company and Colony Center, Ltd.
(mcorporatecl by reference to Exhibit 10 1-1 to Immucor, lnc $ Annual Report on
Form 10-K foF the fiscal year ended Mdy 31, 1989); i

lease Amendment dated November 8, 1991, between the Company anld Colony Center,
Ltd. (incorporated by reference to Exhtbrt 10.1-1 to lmmucor Inc.’s Annual Report on
Form 10-K for the fiscal year ended May 31 1992)

. Lease Agreement dated February 2, 1996 between the Company and Connecttcut
Genera! Life Insurance Company (mcorporated by reference to Exhtbtt 10.1-3 10

‘Immucor, Ine.’s Annual Report on Form 10 K for the ftsca] year ended May 31, 1996).

_Lease Amendment, dated March 8, 1998, between the Company and Connectrcut
General Life Insurance Company (mcorporated by reference to Exhibit 10. 1-4 to
Immucor Inc)’s Annual Report on Form 10 K for the fiscal year ended May 31, 1998).

Lease Amendment, dated August 11, 1999 between the Company and Connecticut
_General Life Insurance Company (incorporated by reference to Exhibit 10.1-5 to
[mmucor Inc s Annual Report on Form 10-K for the ftscal year ended May 31, 1999).

Agreement dated March 11, 1983 between the Company and,The Kansaq City Group,
as amended through January 21,1985 (incorporated by reference to Exhibit 10.2 to
Registration Statement No. 33- 16275 on Form §-1).

Agreement dated August 27, 1987 between the Company and the l(ansas City Group
amending Exhibit 10.2 (incorporated by reference to Exhibit'10.3 to Immucor, Inc.’s
Annual Report on Form 10-K for the fiscal year ended May 31, 1989)

United States Department of Health and Human Services Establtshment chense dated
December 28, 1982, for the manufacture of biological products (incorporated by
reference to Exhibit 10.12 to Registration Statement No. 33-966 on Form §-1).

United States Department of Health and Human Services Product License dated
December 28, 1982, for the manufacture and sale of reagent red blood cells .
(incorporated by reference. to Exhibit 10.13 to Registration Statement No. 33-966 on
Form S- 1)

Umted States Department of Health: and Human Servrces Product License dated
May 20, 1983, for the manufacture’and sale of blood grouping sera (incorporated by
reference to Exhibit 10.14 to Registration Statement No. 33-966 on Form S-1).

v > P
. + 4
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10.7

10.8*
10.9*

10.9-1*

10.10*

10.11*

10.12*
" (incorporated by reference to Exhibit 10.15 to Immucor, Inc.’s Annual Report on

10.13*

10.14

10.15

10.16*

10.17

10.18

10.19

~ United States Department of Health and Human Services Product License date
". November 18, 1983, for the manufacture and sale of anti-human serum (incorporated by

reference to Exhibit 10.15 to Registration Statement No. 33-966 on Form S-1).

Immucor; Inc: 2005 Long-Term Incentive Plan (incorporated by reference to Exhibit 4.2
to Immucor, Inc.’s Registration Statement No: 333-131902 filed on April 5, 2006).

2003 Stock Option Plan (incorporated by reference to Exhibit 10.8 to Immucor, Inc.’s .
Annual Report on Form 10-K filed on August 16, 2004). ! :

Amended and Restated 2003 Stock Option Plan, amended and réstated asof
November 10, 2004 (incorporated by reference to Exhibit 10.8-1 to Immucor, Inc’s
Annual Report on Form 10-K filed on October 19, 2005).

Amended and Bestated 1998 Stock Opnon Plan (incorporated by reference to
Exhibit 10.9 to Immucor, Inc.’s Annual Report on Form 10-K filed on August 16, 2004).

~ Amended and Restated 1995 Stock Option Plan (1ncorporated by reference to

Exhibit 10.10 to Immucor, Inc.’s Annual Report on Form 10-K filed on August 16,
2004).

1990 Stock Option Plan, including‘ form of Stock Option Agreement used thereunder

Form 10-K for the fiscal year ended May 31, 1995).

. Employment Agreement dated October 13, 1998, between the Comipany and Patrick D.

Waddy (incorporated by reference to Exhibit 10.12 to Immucor, Inc’s Annual Report on

Form 10-K filed on Octaber 19, 2003).

. Loan Agreement among Immucor Inc., Dominion Biologicals, Limited, and Immucor
. Medizinische Diagnostik GmbH, as borrowers, and Wachovia Bank, National

Assoeratlon as lender, dated as of February 23, 2001 (incorporated by reference to
Exhibit 10.23 to Immucor, Inc.’s quarterly report on Form 10- Q filed April 23, 2001).

‘ Loan Modlflcatron No. 1 dated as of September 11, 2001 between Immucor, Inc.,

Dominion Biologicals, Limited, Immucor Medizinische Diagnostik GmbH and
Wachovia Bank, National Association {incorporated by reference to Exhibit 10.21to

Immucor, In¢.’s quarterly report on Form 10-Q filed January 14, 2002).-

Form of indemnification agreem'en‘t between the Company and certain directors
(incorporated by reference to Exhibit 10,22 to Immucor, Inc 5 quarterly report on
Form 10-Q filed January 14, 2002).

Loan Modification No. 2 dated as of July 18, 2002 between lmmucor, Inc., Dominion
Biologicals, Limited, Immucor Medizinische Diagnostik GmbH and Wachovia Bank,

" National Association (incorporated by reference to Exhibit 10.23 to Immucor, Inc.’s
- Annual Report on Form 10-K for the fiscal year ended May 31, 2002).

' Loan Agreement among Immucor, Inc., as borrower, and SunTrust Bank, as lender,

dated as of December 18, 2003 (incorporated by reference to Exhibit 10.1 to
Immucor, Inc.’s quarterly report on Form 10-Q filed on April 14, 2004).

Human Extracellular Matrix Mesh Supply Agreement dated June 30, 2003, between the

+ Company and Inamed Corporation {incorporated by reference to Exhibit-10.18 to

Immucor, Inc.’s Annual Report on Form 10-K filed on August 16, 2004).
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10.20*  Employment Agreement dated May 1, 2004, between the Company and Edward L.
Gallup (incorporated by reference to Exhibit 10.19 to Immucor Inc.’s Annual Report on
Form 10-K filed on August 16, 20404). :

10.21*  Amendment No. 1 to Employment Agreement, dated May 22, 2006, by and between thé
Company and Edward L. Gallup (incorporated by reference to Exhibit 10.2to «. - .
Immucor, Inc.’s Current Report on Form 8-K filed on May 25, 2006)

10.22*  Employment Agreement dated May 1, 2004, between the Company and Ralph A. Eatz
(incorporated by reference to Exhibit 10.20 to Immucor, Inc 5 Annual Report on
Form 10-K filed on August 16, 2004).

10.23*  Amendment No. 1 to Employment Agreement, dated May 22, 2006, by and between the
- Company and Ralph A. Eatz (incorporated by reference to Exhibit 10.4 to :
Immucor, In¢.’s Current Report on Form 8-K filed on May 25, 2006). -

10.24*  Employment Agreement dated December 1, 2003, between the Company and
Dr. Gioacchino De Chirico (incorporated by reference to Exhibit 10.21 to.
Immucor, Inc.’s Annual Report on Form 10-K filed on August 16, 2004)

10.25*  Amendment No. 1, dated May 1, 2004, to the Employment Agreement between the |
Company and Dr. Gioacchino De Chirico (incorporated by reference to Exhibit 10.22 to *
Immucor, Inc.’s Annual Report on Form 10-K filed on August 16, 2004).

10.26*  Employment Agreement dated July 28, 2003, between the Company and Dldler Lanson
{incorporated by reference to Exhibit 10. 23 to Immucor Inc’s Annual Report on
Form 10-K filed on October 19, 2005).

21 Subsidiaries of the Registrant.

23.1 Consent of Grant Thornton LLP, Independent Registered Publlc Accountmg Firm. |

232 Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm.

31.1 Certification of Principal Executive Officer Pursuant to Rule 13a-14(a).

31.2 Certification of Principal Financial Officer Pursuant to Rule 13a-14(a).

321 Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes—OxJey
Act of 2002. :

322 Centification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

Denotes a management contract or compensatory plan or arrangement
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SIGNATURES

Pursuant to the reqmremenls of Sectlon 13 or 15(d) of the Securitics Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

IMMUCOR, INC. -~ . ., .-

By: /s EDWARD L. GALLUP

Edward L. Gallup, Chaitman of the Board and Chief Executive Officer
(Principal Executive Officer)

July 31,2006

Pursuant to the requnrements of the Securltles Exchange Act of 1934 th1s report has been signed
below by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

/s EDWARD L. GALLUP

Edward L. Gallup, Director, Chalrman of thc Board of Dlrectors

and Chief Executive Officer

(Principal Executive Officer) - " : e
July 31,2006 v . : : St

/s/ PATRICK D. WADDY
Patrick D. Waddy, Vice President - Chief Financial Officer and Secretary

(Principal Financial and Accounting Officer)
July 31, 2006

/s ROSWELL S. BOWERS
Roswell S: Bowers, Director -
July 31, 2006 A - . e

/s/ DR. GIOACCHINO DE CHIRICO
Dr. Gioacchino De Chirico, Director, President
July 31 2006

/s RALPH A EATZ
Ralph A. Eatz, Dlyector Senior Vice Pre&denl—Chnef Scientific Officer
July 31, 2006 '

fsf MICHAEL GOLDMAN
Michael Goldman, Director
July 31, 2006
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EXHIBIT INDEX

Number Description
21 Subsidiaries of the Registrant.
231 Consent of Grant Thoraton LLP, Independent Registered Public Accounting Firm.
232 Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm.
311 Certification of Principal Executive Officer Pursuant to Rule 13a-14(a).
31.2 Certification of Principal Financial Officer Pursuant to Rule 13a-14(a).
321 Certification of Chicf Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
322 Certification of Chicf Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of

2002,
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Board of Directors

Roswell S. Bowers
Retired, Executive Vice President, Bank of America

Roswell S. Bowers has been a director of the Company since
December 2001. Mr. Bowers has extensive experience in the
financial services industry. Before retiring in 2001, Mr. Bowers held
a variety of leadership positions in commercial, corporate and
international banking at Bank of America and its predecessors for
30 years, most recently as Executive Vice President and Naticnal
Commercial Credit Process Executive. He has served on the
Advisory Committee of Alliance Technology Ventures, an early-
stage venture capital firm investing in technology startups, on the
Board of Trustees of Egleston Children’s Health Care System, Inc.,
and on numerous other civic boards and committees.

Dr. Gioacchino DeChirico
President and CEQ

Cr. DeChirico has been a director of the Company since 1994 when
he joined the Company as the President of Immucor ltalia Sirl., a
subsidiary of the Company. He then served as the Company's
Director of European QOperations before he was promoted to

President and Chief Operating Officer in 2003. He was elected.

Chief Executive Officer in September 2006, upon Mr. Gallup’s
retirement, and had served as Chief Executive Officer for six months
in 2004. Before joining the Company he was employed by Ortho
Diagnostic Systems, Inc. beginning in 1979 as General Manager,
Immunocytometry, with worldwide responsibility. Ortho Diagnostics
is a diagnostics subsidiary of Johnson & Johnson that, among
other things, produces and distributes blood banking reagents.

Ralph A. Eatz
Senior Vi_ge President, Chief Scientific Officer

Ralph A. Eatz, who has worked in the blood banking reagent field
for over 30 years, has been a director of the Company since its
founding in 1982. Mr. Eatz served as Vice President, Operations
of the Company from 1982 until being appointed Senior Vice
President, Operations in 1988. In July 2003, Mr. Eatz assumed his
present position of Senior Vice President, Chief Scientific Officer.

Edward L. Gallup
Chairman of the Board

Edward L. Gallup was a founder of the Company in 1982 and has
been Chairman of the Board of Directors since then. He was also
the Company's only Chief Executive Officer almost continually since
then. Mr. Gallup retired as Chie! Executive Officer in September
2006, after more than 35 years in the blood banking industry. He
will also retire as Chairman of the Board and a director after the
2006 annual meeting of the Company’s shareholders.

Michael Goldman
Managing Director, Founding Principal for TM Capital Corporation

Mr. Goldman has been a director of the Company since May
2006. Since 1989, Mr. Goldman has been a Managing Director
and founding principal of TM Capital Corp., an invesiment bank
based in New York and Atlanta which focuses on assisting publicly-
and privately-held companies in completing mergers, acquisitions
and financings. Mr. Goldman previously served as Vice President
of the Mergers & Acquisitions department of Thomson McKinnon
Securities Inc., which he had joined in 1983. Mr. Goldman is
a member of the board of directors of several privately held
companies.

John A. Harris

Retired, Executive Vice President Finance and Sirategic Planning
and Treasurer Cerulean Companies/Blue Cross Blue Shield of
Georgia

John A. Harris has been a director of the Company since August
2003. He is a retired financial executive. Mr. Harris has extensive
health care experience having been in the industry since 1981. He

.also has extensive financial experience with 24 years as a financial

executive. His most recent position was Executive Vice President,
Finance and Strategic Planning and Treasurer for the Cerulean
Companies/Blue Cross Blue Shield of Georgia, from February 1996
through March 2001, when Cerulean was acquired by Wellpaint
Health Networks.

Hiroshi (Hiro) Hoketsu
Director, Immucor, Inc.

Hiroshi Hoketsu has been a director of the Company since
April 2005. Mr. Hoketsu has extensive health care experience
having been in the industry since 1967. His most recent position
was President of Ortho-Clinical Diagnostics, K.K. in Japan; a
responsibility he held from 1981 until his retirement in 2002.

Joseph E. Rosen
Director - Business Development and Planning for BioLife Plasma
Services

Joseph E. Rosen has been a director of the Company since 1882
except for a three-year hiatus in 1995-1998. He currently is Director,
Business Development and Planning for Biol.ife Plasma Services.
Previously, Mr. Rosen had been employed in varicus capacities at
Sera-Tec Biologicals since its inception in 1969 and served as its
president from 1986 until 2001. Mr. Rosen is currently serving as
Chairman of the Board of the PPTA Source, the plasma collection
industry trade group, and has been a member of the board of
directors of several public and private health care companies. He
has over 35 years of experience in the blood banking industry.




Company Officers and Corporate Information

Executive Officers

Edward L. Gallup

Chairman o! the Board of Directors
Dr. Gioacchino DeChirico
President and CEQ

Ralph A. Eatz
Senior Vice President, Chief Scientific Officer

Didier L. Lanson
General Manager of European Operations

Patrick D. Waddy

Vice President, Chief Financial Officer
and Secretary

Officers

Wayne Guthrie
Vice President, Worldwide Human Resources

J. Darren Head
Vice President, Worldwide Operations

Theresa Heflin
Vice President, Sales and Marketing

Jim Kennedy

Vice President, Worldwide Customar Solutions
Cindi Kisiel-Smith

Vice President, Worlgwide Quality

David McCampbell
Vice President, Worldwide Information Systems

David McKinlay
Vice President, internal Audit

Mitch Moheng
Vice President, Worlcwide Quality System
Compliance

Michael Poynter
Senior Vice President, Sales

Daniet L. Ruckman
Vice President, Worldwige Logistics

Lyle T. Sinor
Vice President, Research and Development

J. Scott Webber
Vice President, Worldwide Regulaiory Affairs

IMMUCOR
GAMMA

WwWw.immucor.com

Corporate Office

Immucor, Ing.

3130 Gateway Drive

Post Office Box 5625
Nercross, Georgia 30091-5625
Phone; 770.441.2051

Fax: 770.441.3807

Form 10-K

QOur Form 10-K, which includes the Company's

consolidated financial slatemenis and notes thereto,

for the year ended May 31, 2006, as well as other
informaticn about Immucor, Inc., may be obtained
without charge by writing to Mr. Patrick Waddy, Vice
President, Chief Financial Officer, at the Company’'s
corporate offices.

- Transfer Agent

Computershare Trust Company, N.A.
PO BOX 43010

Providence, Rhode Island 02940

www computershare.com

Customer Service; 877-282-1168

Independent Registered
Public Accounting Firm

Grant Thornton LLP
Atlanta, Georgia

General Counsel

Sutherland Asbill & Brennan LLP
Atlanta, Georgia

Annual Meeting

Shareholders are invited to attend Immucor, Inc.'s
Annual Meeting of Shareholders which will be held
at 1:30 PM on Novemnber 15, 2006 at the Atlanta
Marriott Norcross, 475 Technology Parkway,
Norcross, Georgia 30092,

Market and Dividend Information

Immucor's common stock frades on The Nasdaq
National Market System of The Nasdaq Stock
Market under the symbol: BLUD!. The following
table sets forth the quarterly high and low prices of
the commen stock {or the fiscal periods indicated
as reported by Nasdaq. These prices represent
inter-dealer quotations without retail markups,
markdowns or commissions and may nol represent
actual transactions.

As of June 30, 2006, there were 265 holders of record
of the Company's common stock. The last repoited
sales price of the common stock on such date was
$19.23.

Pericd from June 1 through June 30, 2006

High  Low

19.57 1686

Fiscal Year ended May 31, 2006

High Low
Firgt Guarter 2400 1511
Second Quarter 1850  14.37
Third Quarter 20.91 15.14
Fourth Quarter 2156 16.03

Fiscal Year ended May 31, 2005

High Low
First Quarter 9.88 7.80
Second Quarter 14.32 9.09
Third Quarter 2116 1411
Fourth Quarter 23.32 17.44

On April 11, 2008, the Board of Directors approved
a three-for-two stock split. The stock split was
distributed on May 15, 2006 and resulted in the
issuance of 22,685,368 shares of common stock,
net of 98 fractional shares for which cash was paid.
Previously, the Company had distributed three-for-
two splits on July 16, 2004 and on December 13,
2004, All share and per share amounts disclosed
in this decument have been retroactively adjusted to
reflect the stock splits described above.

Y During portions of fiscal year 2006, Immucor's common
stock has traded under the symbol BLUDE.
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